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Around the World—with World Report 
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King Ibn Saud and the pools of oil beneath the sands of Saudi 
Arabia, named after the King, are catapulting the once leisurely 
Middle East into an increasingly important role in international affairs. 
For generations, the British overshadowed all other nationalities in the 
political and economic bazaars of that storied crossroads of three 
continents. The Russians have cast acquisitive eyes in that direction. 
Now American oil companies have stepped into the picture and 
rapidly are developing one of the world’s great oil fields. The U.S. 
Navy already is getting most of its oil from those fields. What affect 
will that have on future American relations with the rest of the world, 
politically and economically? On Britain? Soviet Russia? The Middle 
East and the Moslem world? You'll find an informative report on the 
situation on page 12. 

« a * 

A portrait of the King in natural colors, made at his capital in the 
desert, is on our cover this week. And our Photo Report is a story in 
pictures of the transformation of Saudi Arabia into a booming oil 
center rivaling anything in East Texas. 

* * . 

The key to disarmament has a hammer-and-sickle design. Soviet 
Russia emerged from World War II with the world’s biggest Army and 
is planning expansion of her Navy, Air Force and heavy industry for 
production of arms and munitions. The U.S.S.R. is now one of the two 
most powerful nations on earth. What the Russians do about dis- 
armament will be a vital factor in whether or not the world disarms 
or reduces and controls armaments, including the atomic bomb. On 
page 9, you will find an analysis of that vitally important question now 
under discussion in the United Nations. 

i 7 

Four years of hard work loom ahead for France. Reaching up from 
the depths of defeat and severe economic depression, the French peo- 
ple are embarked on an ambitious four-year plan to rehabilitate the 
nation. It's an interesting story (see page 18) because of the major 
role the Communists are destined to play in reviving and expanding 
production of basic raw materials and manufactures for export, in 
modernizing transportation and in dealing with the complex financial 
and labor questions that arise. And, providing an interesting parallel, 
you ll find on page 23 a dispatch giving the joint American and British 
plans for the economic recovery of Western Germany and the obstacles 
that must be overcome to achieve success. It’s a subject that will figure 
prominently in the discussions to be held by thé Big Four Foreign 


Ministers when they meet in Moscow in March to decide the future 
of Germany. 
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CABLE AND RADIOTELEGRAPH 
COMMUNICATIONS 

I T&T associates have 47,000 miles 
of submarine cable, 6600 miles of 
landline connections, over 60 inter- 
national radiotelegraph circuits, 


ae 


MANUFACTURE OF COMMUNICATIONS 
AND ELECTRONIC EQUIPMENT 


I T & T factories in 26 countries, 
sales offices in many more, make 
it the largest international com- 
munications and radio supplier. 


TELEPHONE OPERATIONS 


I T & T has modernized and ex- 
panded national telephone net- 
works in many countries, owns 
and operates 7 systems in Latin 
America and Shanghai, China. 














RADIOTELEPHONE COMMUNICATIONS 


I T & T has installed and operates 
the radio stations connecting most 
of the countries of Latin America 
by radiotelephone with 95% of 
the telephones of the world. 








MARINE COMMUNICATIONS SALES 
AND SERVICE 

I T & T associates operate 7 U. S. 

marine communications shore sta- 

tions and have 152 sales-service 

agencies at principal world ports. 





RESEARCH AND DEVELOPMENT 


I T & T research and development 
activities have been responsible 
for an outstanding record of con- 
tributions in the field of com- 
munications as well as electronics, 





TECHNICAL AND ADVISORY SERVICES 


I T & T teehnical and advisory 
services are supplied to certain 
government telephone systems as 
well, as to privately owned tele- 
phone operating enterprises. 


RADIO AIDS TO AERIAL NAVIGATION 
I T & T companies, world-wide 
pioneers in radio navigation re- 
search, are today manufacturing 
and further developing electronic 
aids for safety in air transportation. 
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EXPORT 


I T & T maintains an export de- 
partment which supplies its cus- 
tomers their complete requirements 
of electrical equipment, including 
products of other manufacturers. 











INTERNATIONAL 
TELEPHONE AND 
TELEGRAPA CORPORATION 67 Broad Street, New York 4, N.Y. 


U.S. Manufacturing Subsidiary is 
FEDERAL TELEPHONE AND RAbD10 CORPORATION 
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America’s World-Wide Leader in Communications, Electronic Research and Precision. Manufacture 
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FROM THE CAPITALS OF THE WORLD 


For World Report 
Issue of February 11, 1947 
Volume 2, No. & 


A jolt is just ahead for the hungry and the homeless of the world. Relief 
on & temporary basis is fading out, aid on a long-range basis is slow to arrive. 

UNRRA is tapering off rapidly, is to cease after the first half of 1947. 

Food credits, largely from the U.S., are to be limited and restricted. 

World machinery to allocate food production is running into trouble. 

New organizations to care for refugees and children exist only on paper. 

Planned agriculture is a distant hope, far in the future. You get the new 
approach being made toward that objective in a dispatch on page 28. 


Acute problems in food are to arise before the summer harvestS.eee. 

Supply pipe lines of UNRRA are certain to run dry within a few months. 

Italy and Austria are in a position to ask continuing aid from the U.S. 

Greece is being made the scene of a special study by American experts. 

Appropriations from the U.S. to help Italy, Austria and Greece are subject 
to action by Congress, may not be available rapidly nor in requested volume. 

In addition, Poland, Yugoslavia and Hungary, all within the Russian sphere 
of influence, are claiming outside assistance on a basis of need, are pleading 
@ lack of funds to buy essential foods. Yugoslavia's request, however, conflicts 
with U.S. unwillingness to aid nations already spending heavily on armaments. 
It’s better than a 60-40 prospect that more help will not be forthcoming from the 
U.S. for Yugoslavia. Britain, too, isn't likely to be of assistance. 





World production of food is rising, but not enough for 1947 needs..... 

Grains, despite big U.S. crops, can't make up for a lack of meat in Europe, 
or a widespread shortage of rice, the staple diet of the Far East. 

Fats and oils are far below requirements, with improvement slow. 

Sugar shows a slight increase, but demand exceeds the higher output. 

The real catch in this situation, from the standpoint of the underfed, is a 
clear and strong drift away from co-operation by the producers in sharing their 
searcities. The wartime willingness to submit to international controls now is 


‘ wearing off, is giving way to irritation and a growing desire to concentrate on 


filling national needs instead. As a result, the well fed are eating better and 
asking for more. The undernourished get less of a chance at the world's food. 


As for the millions also short of shelter and clothing..... 

Care of refugees, after UNRRA, is up to a new organization still awaiting 
funds. It's to be known as the International Refugee Organization. 

Care of children, made homeless and hélpless by the war, is being assigned 


(over) 
(No part of this or any other page may be reproduced without written permission) 








WORLDGRAM-=~ (Continued) 


to a special unit, but enough money to operate is lacking. 

Net result is that the suffering, the hardships in Eastern Europe, in China, 
in the Balkans, for example, are continuing, are far from being over. Any idea 
that the world is entirely on its feet again, working normally, doesn’t stand up. 


However, in Western Europe, there are encouraging SignS.eceec. 

France is relying heavily on planned development of heavy industry, hopes 
eventually to raise production 25 per cent above 1929. You get an analysis of 
the scope of this experiment in a dispatch on page 18. 

Belgium continues to thrive, with national finances well ordered. 

Denmark is prudently adjusting her purchases to fit her exports. 

Norway has dollar assets and is getting new ships to earn more. 

Holland is making painful changes, is hurt by lack of Far Eastern profits. 

In general, a lack of coal remains the biggest single handicap. Shortage of 
convertible currencies, particularly dollars, is the next obstacle to recovery 
on a broader front. The need for credits abroad emphasizes the importance of 
early operations by the World Bank. You get an analysis of the Bank's current 
job in a dispatch on page 29. 


Failure of U.S. efforts to mediate China's internal division, withdrawal of 
many U.S. Marines, nevertheless, leaves U.S. with more cards to play. 

A naval force, with modern equipment and aircraft, is in Chinese waters. 

A military mission remains available to train China's armed forces. 

Troop strength could be mustered, in a pinch, from U.S. forces in Japan. 

A U.S. loan still is held out as an inducement to harmony in China. 

In other words, the U.S. has no idea of casting China adrift, of abandoning 
hope that China, in the very long run, will find a basis for building a nation. 
Actually, China is no more split apart now than she was in 1937. Popular thoughts 
about a democratic China overlook the prime fact that China was far from reach- 
ing that goal when Japan attacked 10 years ago. New methods are being studied by 
the U.S. to assist China, but the watchword just now is patience. 














China isn't the only Oriental battleground..... 

France is losing hope of a quick victory over natives in Indochina. 

Uprising by nationalists is well armed and carefully managed. 

French forces include Germans recruited for the Foreign Legion. 

Native fighters have the benefit of Japanese arms and some Japanese. 

_ As matters Stand, France is facing a long and costly fight in the Far East. 

Rubber from Indochina is lost to world markets and rice from Indochina is not 
available for millions of neighbors who are going hungry. 














There's usually something new about Argentina..... 

President Peron, often attacked in the U.S. as pro-Nazi, suddenly employs 
American advisers, including some who held New Deal posts.- 

Peron's maneuver is timed to coincide with his breakup of German firms. 

U.S. advisers get a chance to earn consultants’ fees, to recommend goods 
and Supplies that can be produced by American manufacturers at a profit. 

In other words, it's Peron's ability to do the unexpected, to manipulate 
the natural opportunities in Argentina that make him impossible to ignore, that 
make Argentina, more than ever, a key to doing business with South America. 
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A race to get workers from Germany 
is developing among former allies now 
critically short of labor. The Belgian 
Government will get 20,000 displaced 
persons from the U.S. zone of Germany 
for employment in Belgian coal mines. 
Immigrants, who with their families may 
total 60,000, will get the same rights as 
Belgians and eventually will be eligible 
for citizenship. France, through the Red 
Cross, hopes to recruit permanent work- 
ers from .620,000 German prisoners of 
war still held by France. Britain also is 
interested in importing German workers. 


o 90 Oo 


A peacetime use for V-mail has been 
developed by the U.S. Post Office De- 
‘partment. A new air letter that may be 
sent anywhere in the world for 10 cents 
will be available this month. In the past, 
25 cents a half ounce has been the maxi- 
mum rate for air mail to other countries. 


o o0o °O 


Russian railway cars, locomotives and 
automobiles are being built with aircraft 
construction methods. Frameless cars 
built with duraluminum and alloy steels 
have been finished and tested. The new 
cars are 40 per cent lighter and more 
durable than those now in use. A frame- 
less locomotive is near completion and 
is designed to haul a frameless train, 
resembling a series of airplanes on wheels, 
at 90 miles an hour on 60 per cent less 
electric power than now is required. 
Another weight-reducing factor in car 
construction is the use of molded paper 
soaked in mineral resin for seats and 
glass foam for insulation. 


oo O90 


The first European air service to 
Shanghai will be provided by a French 
line. Two round-trip flights per month 
will be made between Paris and Shanghai 
under terms of a recent agreement be- 
tween the two countries. The British now 
are considering extending their service 
north from Hong Kong to Shanghai. 


o 90 Oo 


Iceland’s fishing industry promises to 
keep that North Atlantic island prosper- 
ous. During the war, most of the yearly 
catch was bought by Britain. Now com- 
petition has forced the British to make 
a record bid for this year’s catch. For the 
first time, Russia is showing interest in 
a bulk purchase of the Republic's chief 
product. The U.S. also wants to buy 
Icelandic fish. Icelanders fear that ex- 
clusive trade agreements may lead to po- 
litical problems. 


points 


Reg. Appd. for U. 8. Pat. Of. 





Australia’s industrialization is being 
helped by investments of $88,000,000 
by U.S. and British companies which are 
setting up or expanding automobile, elec- 
trical, textile, machine, shoe and clock in- 
dustries in the Commonwealth. Irish, 
Dutch, French, Swedish, Danish and 
Swiss companies also are interested in 
building plants in Australia. 


o o0o 0 


Americans with property interests in 
Germany or Japan now may communi- 
cate directly with persons or _ inter- 
ests in those countries. Until the present 
time, all inquiries had to be made 
through the State Department. Informa- 
tion on the status of property, business 
interests and trade prospects and cer- 
tain legal documents may be sent di- 
rectly. No actual commercial transactions 
are permitted. 


oo 98 


A pineapple industry is to be de- 
veloped in Brazil. Officials of the Ha- 
wajian pineapple industry are helping 
the Brazilian Government choose sites for 
the location of plantations and the con- 
struction of factories to process the fruit. 
Plans contemplate a daily capacity of 
more than 2,000,000 pounds of canned 
pineapple. 


o 9o °O 


The first German export contract for 
the combined British-American zone’s 
1947 trade program has been signed. It 
provides that Norway will receive four 
huge water turbines from Wurttemberg- 
Baden. It is a $430,000 order originally 
placed by the wartime Norwegian gov- 
ernment with the Nazi regime. 


o oO °O 


Argentina's plans for new building call 
for an expenditure of $165,000,000. 
Schools are to have priority. The goal of 
the new Five-Year Plan is 1,000 modern 
schools to be built at the rate of 200 a 
year. They will cost about $94,000,000. 
About 100 technical schools will be put 
up to train 20,000 industrial workers and 
100,000 skilled workers for manufac- 
turing. The Government will erect 40 
new commercial, agricultural and normal 
schools. 


oo Oo 


Britain is building most of the ships 
now under construction in the world. 
Great Britain and Ireland together are 
doing 52.7 per cent of the world’s ship- 
building. Altogether 1,937,062 gross tons, 
including six ships of more than 20,000 

































Men whecan choore 
PICK BRITISH COLUMBIA 


British Columbia is for a ‘5 
you! 


Great forest resources, 


agriculture, mining and 4 
fishing flourish and foster 4 : 
hundreds of other in- ret 
dustries. ae 
Markets— domestic and a ie 
world-wide—are at the Be 
door. Be 
A million people already Ty 
live, work and prosper in BAA 


British Columbia's temper- 
ate climate and scenic 
splendor. Why not you? 


British Columbia offers Be 


: 
more in business oppor- ee 
tunity and living enjoy- La 
ment. ee 

— 


Business is Moving 


to British Columbia 
JOIN THE MARCH! 
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Write for free booklet 
giving indices, markets, 
industrial opportunities 
and advantages of British 
Columbia to: 







DEPARTMENT OF 


TRADE & INDUSTRY 


GOVERNMENT OF 
BRITISH COLUMBIA 


VICTORIA, B.C., CANADA 
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ADD NEW EYE APPEAL 


SAL Lawn A 


You'll be surprised how easy this sparkling lawn beauty can 
be attained with Scotts Lawn Care products. Write today for full 
particulars. Also tell us to whom our FREE Lawn Care service should be 


“ PLANT WITH A 


mailed, no obligation of course. 


O M e) COLL &SONSCO., 16 Mill St., 


TO YOUR 







Marysville, Ohio 








ECAUSE the news in every 

issue of World Report is 
gathered from the four corners of 
the earth, a subscription makes an 
ideal gift for your friends, rela- 
tives and business associates who 
are abroad. What more practical 
way of letting them know you 


are thinking of them? Gift sub- 
scription rates: $4 for the first 
subscription, $3 for each addi- 
tional—in U.S., its possessions 
and Central and South America. 
Add $1 extra postage for each 
subscription to Canada and other 
countries. 





Mail your order to 
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The Manchester Guardian mae 
Additional copies of the weekly Changes oF Address: 


edition of the well known and 
If you wish to change the ad- 


much quoted British newspaper, Tbe 
Wanchester Guardian, are now 
available—flown each week from| dress to which your copies of 
England to New York City. 





World Report are now being sent, 
be sure to give us the old as well 
as the new address. It will facili- 


Special subscription rate is $7.50 
per year. 


seccseccseen (“| [Pp AND MAILeeessteeeee 
TO: THE MANCHESTER GUARDIAN, INC., 
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tons, are being built in the British Isles. 
The U. S. is second with 326,753 tons oa 
the ways. The other big producers im 
order are Sweden, France, the Nether- 
lands, the British Dominions, Italy and 
Denmark. 


oo 90 


Coal mines in Morocco will ease 
Europe’s fuel shortage. The French and 
U.S. governments and a Belgian con- 
cern have formed a joint company to 
develop Moroccan deposits. Other coal 
fields, recently discovered in North Afri- 
ca, also are due for exploitation. 


o 0 °9O 


Czechoslovakian motorcycles are com- 
ing back on the world market. The 
biggest Czech producer expects to turn 
out 20,000 motorcycles this year and sell 
most of them abroad. The biggest ship- 
ments will go to the U. S. 


o 0 °O 


A new social security system has been 
set up in Sweden. After Jan. 1, 1948, 
every Swedish citizen, no matter what 
his own means may be, is to receive a 
minimum of $278 a year at the age of 67. 
In cities where living costs are higher, 
the pension may be increased to $444 a 
year. Married couples will get $666 a 
year in cities and an additional allowance 
for housing. About 700,000 will benefit 
at an annual cost of $217,000,000, almost 
double the cost of the former plan. 
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Items of American surplus property 
that are in short supply in the U.S. now 
may be bought abroad and imported into 
the country. Automotive, electrical and 
building equipment, construction machin- 
ery, drugs, chemicals, paper, medical sup- 
plies, textiles, metals and transport air- 
craft are included in the list of 79 items. 
Veterans and servicemen may continue 
to import surplus property for their per- 
sonal use. Property may also be imported 
for re-export. Between $700,000,000 and 
$1,000,000,000 worth of U.S. property 
remains in Germany. 
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British workers in almost all industries 
with collective-bargaining contracts get 
vacations with pay. More than 11,000,- 
000 wage earners are affected. In 1938, 
only 3,000,000 British workers got vaca- 
tions as a result of collective agreements. 
The usual vacation is six days plus six 
national holidays. Some plants give 18 
days. 

° 0 Oo 


Japanese bicycles are being made 
in greater quantities than before the war. 
The monthly rate of output is about 
10,000. Bicycles are included in Japan's 
export program and many of them will 
be shipped to Far Eastern countries. 
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‘UNFAIR’ COMPENSATION AROUSES 
CRITICS OF BRITISH SOCIALIZATION 


Stockholders of industries to be 
nationalized protest payment in 
low-yield Government securities 


Reported from 
LONDON 


A dispute over the trade-in value 
of an industry is solidifying Conservative 
opposition to Great Britain’s Socialist 
Government at a time when it is having 
trouble keeping its supporters on the left 
in line. 

Owners of industry charge that 
the Government is unfair in the terms 
on which it plans to take over Britain's 
electric light and power system. Stock- 
holders in electric companies are adding 
their complaints to those of railroad 
shareholders whose investments face 
the same fate. Many Britons otherwise 
friendly to a planned economy are be- 
ginning to accuse the Government of 
“confiscation” and “highway robbery.” 

Storm signals, as a result, warn 
of trouble ahead for the united front 
the Labor Government counts on to over- 
come the current crisis in production. 

Appeals to industry to expand output 
and step up exports have run into critical 
shortages of coal and other raw materials. 
Steel mills in Sheffield have had to cut 
down to a four-day week. Textile manu- 
facturers are talking of a work week re- 
duced to three and one-half days. 

The man-power shortage, which is at 
the bottom of all the other shortages, is 
forcing the Government to ask the trade 
unions to take steps that neither the 
unions nor the Government relish. Labor 
is asked to soft-pedal its. campaign for 
higher wages and a 40-hour week. “Wild- 
cat” strikes are to be squelched, with 
troops as strikebreakers when necessary. 
Organized labor is having to tone down 
its long opposition to importing workers 
from abroad. . 

It is in this setting of economic crisis 
and political tension that the Cabinet 
finds itself embroiled with the owners of 
some of Britain’s key industries. They 
are protesting vehemently at nationaliza- 


tion schemes that would cut their in- 
comes drastically and block off avenues 
for risk capital. 

@ The dispute arises this way: , 

The Government proposes to buy out 
owners of the electric light and power 
industry on the basis of what the Stock 
Exchange said their securities were worth 
on specified dates in the past. A similar 
method of compensation is proposed for 
shareholders in transport firms, which 
also face nationalization. 

In return, dispossessed owners are to 
receive Government securities of equal 
face value but yielding, in all probability, 
no more than 2% per cent interest. 

@ A drop in income of investors in na- 
tionalized industries is to result. 

As the accompanying chart shows, the 
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AGAINST NATIONALIZATION 
R. S. Hudson, Conservative M. P. 


market quotations for listed securities of 
Britain’s electric power industry would 
add up to about $1,272,000,000 under 
the Government formula. That is con- 
siderably higher than the $900,000,000 
the original investors put into the com- 
panies. But the annual income from 
$1,272,000,000 worth of Government 
securities would be 34 per cent less than 
the income from the original investment 
of $900,000,000 in the same companies 
under private ownership. Income would 
be cut from $49,000,000 to $32,000,000 
a year. 

Qpportunities for investors to put their 
money elsewhere on a. satisfactory basis 
are, at the same time, narrowing. Gov- 
ernment securities, bearing low rates of 
interest, are scheduled to replace private 
stocks and bonds in coal, gas, electricity, 
railroads, bus and trucking companies, 
air lines, cable and wireless firms, and 
probably in the iron and steel industry. 

Confiscation, as a result, is charged up 
to the Government. Shareholders point 
out that many of their securities are 
contracts guaranteeing them income over 
a period of years. Now the Government 
asks that they surrender those income 
rights. But the government securities 
they will receive in exchange will yield 
less. Opportunities for getting more by 
investing elsewhere look dim. Critics see 
that as legalized robbery. 

Wide distribution of ownership in the 
industries to be nationalized involves 
church and school funds, charitable in- 
stitutions and trade unions, as well as in- 
diyidual ‘investors. Reduction in income 
in some of these categories hits the Labor 
Party's supporters as well as its op- 
ponents. 

Immediate effect of this method of 
compensating owners of the power and 
transport industries, meanwhile, is show-, 
ing up in the stock market in London. 
Edwin J. Drechsel, staff correspondent 
for World Report in the British capital, 
says industries expecting nationalization 
are tending to increase their dividends to 
stockholders. Market quotations on these 
securities, in consequence, are going up. 
The trend has led Government officials to 
warn that further increases might be an 
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open invitation to demands for higher 
wages and perhaps to nationalization. 


@ Government plans for socialization of . 


electric light and power apparently face 
less opposition than the Labor Cabinet's 
proposals to take over other industries, 
provided the controversy over compensa- 
tion to owners can be resolved. 

The public already owns about two 
thirds of the 570 generating and distribut- 
ing systems in the United Kingdom. An 
old law made it possible for municipalities 
to buy private plants. 

A scrambled pattern of ownership, 
with private and public plants scattered 
haphazardly through the country, has 
led to demands that the industry go one 
way or the other, all public or all private. 
Producing and distributing areas have in 
many cases been too small for profitable 
operation. Loads as between private and 
public plants in adjoining urban and 
rural areas have been badly balanced. 
A reorganization of the whole industry 
has been called for repeatedly by both 
private and public commissions of in- 
quiry. 

Sharp variations in rates and in stand- 
ards of service in different areas have 
been the object of long-standing com- 
plaints. Disparities in voltage have made 
it difficult to standardize electrical ap- 
pliances. 

Costs to consumers have been rela- 
tively high. British homes in many areas, 
for instance, require two wiring systems, 
one for lights, the other for heavier ap- 
pliances such as heaters. 

The new setup, provided in the Labor 
Cabinet’s bill now before Parliament, is 
designed to correct these failings. 

Intent is to reduce the cost of electrical 
energy, to simplify methods of establish- 
ing rates, and to standardize the whole 
system of generation, distribution and the 
use of appliances. 

A Central Authority of 12 members, 
appointed by the Minister of Fuel and 
Power, is to replace the Central Electric- 
ity Board established some years ago. 
The Authority, unlike the Board, will 
have broad powers. It may generate and 
acquire supplies of electricity, provide 
for distribution by area boards or direct 
to large consumers. It may also make and 
sell equipment and appliances. 

Area boards, whose members are also 

to be appointed by the Minister, are to 
manage power generation and retail dis- 
tribution in the 14 districts into which 
England, Wales and Southern Scotland 
are to be divided. North Scotland is to 
have its own board answezable to the Sec- 
retary of State for Scotland. 
@ Proponents of this plan to socialize 
Brit@in’s power and light industry have 
chiefly to overcome the charge that the 
Labor Government is out to confiscate 
private property. The Government may 
have to modify its plan if it is to take 
over the industry. 


British Electric Power: 


Under Gov't. Control 
i 
ba X ? 
Price Gov t. 
Will Pay in Bonds 


$1,272 


matiiitele 


# 


S$ 
$ 
© 
8 
$ 


w~) 
je 4 
uJ 
o 
~~ 
=) 
= 
x 
O 
© 
- 
7) 
toe 
~) 
Lad 
= 
>) 
O 
z 
lal 
al 
ee) 
< 
ee) 
© 
je 4 
a 


$32,000,000 





Copyright, 1947, by World Report 
State ownership means less income 






atch 











Reg. Appd. for U. 8. Pat. Of. 


UNIFICATION OF CHINA 
IS STILL GOAL OF U.S. 


Foothold is retained as formula 
is sought for strengthening nation 
in the interests of world peace 


The United States has no inten- 
tion of getting out of China. 

Failure of American efforts at 
mediation and withdrawal of U.S. ma- 
rines end a chapter but not the beok. 

The objective of U.S. policy is 
still a China strong enough to ward off 
domination by any third power. Re- 
newal of civil war between Nationalists 
and Communists is driving out Ameri- 
can mediators, making the U.S. hold 
precarious, but leaving American policy 
unchanged. The U. S. is retaining a foot- 
hold in China. 

Attention has been focused on Wash- 
ington’s retreat from Nanking, over- 
looking how much is being left there. 
The statement by George C. Marshall, 
U.S. Secretary of State, that American 
mediators would be called home, merely 
confirmed a decision he had forecast in 
an earlier statement made public as he 
prepared to leave the Chinese capital. 

@ An inventory of the extent to which 
the U. S. retains its foothold in China re- 
veals these things: 

A naval force, the U. S. Seventh Fleet, 
is staying on in Chinese waters, based at 
Tsingtao. A marine detachment, between 
1,000 and 2,000 strong, will guard the 
fleet’s shore installations. 

A military mission of 750 American 
officers and men remains in Nanking. 
Its task is to train Chinese personnel in 
the use of modern weapons, ground and 
air, supplied by the U.S. through Lend- 
Lease. Additional officers and men, in 
small groups, are staying elsewhere to 
dispose of surplus U.S. war material. 

An agreement providing military aid, 
signed June 28, 1946, remains partially 
in effect. A U.S. promise to spend up to 
$15,009,000 in helping to train Chinese 
air, naval, ground and medical forces ex- 
pired at the end of 1946. Other provi- 
sions, apparently still operative, allocate 
$25,000,000 to help the Nationalists dis- 
arm and repatriate Japanese troops and 
to share in the oocupation of Japan. 


The $500,000,000 loan, held out to 

China on condition that she reform the 
Government, merge the Nationalist and 
Communist armies, and unify the coun- 
try, continues to be earmarked for that 
purpose. China’s name is on the money, 
on a conditional basis, at least until June 
30. If desired, the time limit could be ex- 
tended by congressional action. 
@ Reasoning underlying the continuing 
interest of the U.S. in China has to be 
found between the lines of official decla- 
rations of policy. 

A peaceful Asia is to the interest of 
American trade and investment abroad 
but also, and more importantly, an ob- 
vious requirement for world peace. Wash- 
ington has concluded that the chances 
for peace in Asia will be better if the 
United States maintains a_ substantial 
foothold in China. 

A democratic China, it is taken for 
granted, will favor peace and prosperity, 
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turn her face against rule by extremists 
of either right or left. Thus the U.S., 
though no longer optimistic about it, still 
seeks a way to help Chinese moderates 
acquire more power. 

An independent China would repel 
domination by any other power. This 
means, to Washington officials, Russia. 
The fear has been that a China weakened 


-by civil war and economic distress would 


fall an easy prey to the Communists. They 
in turn would look presumably to Mos- 
cow for instructions and control. In that 
situation, prospects for U.S. trade in 
the Orient, and the outlook for a work- 
able balance of power between Russia 
and America, would fade fast. 

@ The U.S. stake in Chira, as Ameri- 
can policy-makers see it, is thus too im- 
portant to ignore. What to do about it, 
however, is the question. 

Full support of Chiang Kai-shek and 
his Nationalists would not be calculated 
to guarantee governmental reforms lead- 
ing to democracy. Communist opposition, 
in the form of warfare, would be intensi- 
fied. 

Intervention by the United Nations, 
as a problem in maintaining world peace, 
would put the U.S. on the spot even 
more publicly than at present, provide 
a field day for Communist propagandists, 
and offer no sure solution. 

Only alternative, then, would seem to 
to be a variation of the measures the U. S. 
already has tried and found wanting. If 
the Chinese tire of fighting, opportunities 
for U.S. aid may return. 

In the meantime, the U.S. proposes 
to sit tight and hope for the best. 
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General Marshall says good-by to the Generalissimo 
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EXPERTS TO AID ARGENTINA 


IN DRIVE TO DEVELOP INDUSTRY 


Peron Government plans to place 
orders for millions of dollars’ worth 
of goods with North American firms 


Reported from BUENOS AIRES 
and WASHINGTON 


Business and engineering tech- 
nicians from the U. S. are to have a big 
hand in the economic phases of Argen- 
tina’s Five Year Plan. And U.S. fac- 
tories are to make millions of dollars’ 
worth of equipment for use in carrying 
out the plan. 

These developments are becom- 
ing apparent as President Juan D. Peron 
puts steam behind his $1,600,000,000 
program to make Argentina largely self- 
sufficient. 

The U.S. technicians are operating 
privately; they have no connection with 
the U.S. Government. But several of 
those who now are going to work for 
Perén were prominent in the New Deal 
of President Franklin D. Roosevelt. 

Perén’s plan now exists in generalities, 
on paper. The first job of the U.S. tech- 
nicians is to survey sites and make studies, 
then bring in recommendations that will 
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tie the plan down to specific areas and 
projects: After the projects are blue- 
printed, the U.S. group will arrange for 
equipment purchases and will assist in 
construction. 

Exact limits of this group’s activities 

have not been disclosed. But they ap- 
parently are to include all economic 
phases of the Five Year Plan except the 
new steel industry, for which the Ameri- 
can Rolling Mills Company is technical 
director. 
@ Chiefs and organizers of the tech- 
nical setup are two retired officers of the 
U.S. armed services, Maj. Gen. Royal B. 
Lord and Rear Admiral Howard A. Flan- 
agan. Both won distinction by their 
handling of supply problems in Europe 
during the war. The fact that they are 
former military men appealed to Peron, 
himself a soldier, when he was looking 
for technical help. 
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HOWARD A. FLANAGAN 
U.S. planners on Peron’s staff 


Operating agency of Lord and Flan- 
agan in Argentina is a new corporation, 
the Inter-American Construction Corpora- 
tion, set up for this purpose. The corpora- 
tion is owned by the Inter-American 
Shipping Services, a firm recently estab- 
lished by Flanagan, and World-Wide De- 
velopment Corporation, a company 
launched by Lord. 

Associates of Lord and Flanagan in the 
Argentine venture are economists, engi- 
neers and a dozen firms that specialize 
in housing, shipping, power, harbor 
works and the construction of public 
buildings and factories. 

New Deal flavor is given to the setup 
by the inclusion of the Lauchlin Currie 
Company and the Robert R. Nathan 
Associates, Inc., in the list of experts. 
Currie, an economist and a former ad- 
ministrative assistant to Roosevelt, now 
is in Argentina with the original survey 
party. The Nathan firm, headed by an 
economist who was prominent in the 
New Deal, is represented in Argentina 
by its vice president, Griffith Johnson, a 
former economist for the Government. 
@ Industrialization is getting first con- 
sideration from the U. S. technical group. 
Most Argentine industry now is in and 
around Buenos Aires, where nearly a 
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third of the country’s population is con- 
centrated. Perén wants to build up indus- 
trial centers in other parts of the country. 

Military security is one motive behind 
Perén’s plan for industrial development. 
He wants to place many factories, par- 
ticularly those that are to make war 
materials, in areas that are far from the 
seaboard and thus are less vulnerable 
than Buenos Aires. Another purpose of 
Perén is to build up areas that are popu- 
lated lightly. He also wants to place 
industries close to sources of power and 
raw materials. 

Perén proposes, thus, to develop eight 
general areas of industrial activity. Two 
large ones, to include war industries. 
are to be in the Andean foothills, far 
west and southwest of Buenos Aires. 
Another is to be near the Brazilian 
border. A fourth would be a forked devel- 
opment extending west and northwest 
from Buenos Aires. The other four would 
be scattered along the Atlantic Coast 
between Buenos Aires and the Straits 
of Magellan. 

Electric development looms large in 
this phase of the program. Perén wants 
to increase hydroelectric capacity from 
45,000 to 1,400,000 kilowatts. He en- 
visions 37 new hydro plants and 11 new 
thermal plants, connected with centers 
of consumption by 2,700 miles of high- 
tension lines. 

The U.S. technicians, with Argentine 
officials, are making general surveys of 
the proposed industrial and power sites 
from the air and on the ground. 

@ Other phases of the program then 
will be surveyed. 

Seven port facilities are proposed for 
construction along the Paraguay and 
Parana rivers. Similar facilities are 
planned for Camarones and Santa Cruz, 
on the Atlantic Ocean. The estuary of the 
River Plate and six harbors on the At- 
lantic are to be dredged. 

Public buildings that are planned in- 
clude 1,000 schools to cost $85,000,000, 
296 Government buildings to cost nearly 
$50,000,000, 48 grain elevators at an 
estimated expenditure of $12,000,000, 
and 16 hotels and housing developments 
to cost $17,000,000. 

Highway plans call for the expendi- 
ture of more than $130,000,000 on a 
network of 5,100 miles of hard roads. 

Government railway modernization 
and construction to cost $200,000,000 is 
contemplated. The Government’s fleet 
of river boats is to be enlarged by the 
purchase of nearly 200 vessels of various 
sizes at an estimated cost of $25,000,000. 
Ezeiza Airport, near Buenos Aires, is to 
be developed into one of the most modern 
fields in the Western Hemisphere. 

Mineral deposits are to be exploited. 
Argentina, relatively poor in minerals, 
cannot hope to become self-sufficient, but 
Perén wants to make the best of such 
deposits as are available. 

Petroleum plans call for the expendi- 
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$130,000,000 FOR ROADS 


ture of $150,000,000 for exploration, 
development and processing and for pur- 
chase of four new tankers. 

Solid fuel development is to cost $50,- 
000,000. Four coal fields in the Andean 
foothills are to be utilized more fully. 

Other mineral deposits, most of them 
meager, are to be worked to the limit. 
Plans now call for the exploitation of 
asphalt, aluminum, nickel, cobalt, wol- 
fram, lead, silver, copper and magnetite. 

Gas facilities are to be increased. New 
plants for the manufacture of gas are to 
be built. Pipe lines will carry natural 
gas from the fields to areas where it is 
not available now. Perén hopes to in- 
crease the number of communities served 
by gas from 32 to 60 and the number of 
users from 330,000 to 700,000. 

Irrigation, drainage and flood control 
are proposed in order to bring more land 
under cultivation. Thirty-six irrigation 
projects and 12 flood-control projects are 
planned. 

Sanitation and water-supply develop- 
ments call for expenditures totaling $150,- 
000,000. 

All these proposals are expected to 
receive attention from the specialists from 
the U.S. 


“For the present, the mission is con- 

centrating on public works and industrial 
development,” Bernard S. Redmont, staff 
correspondent of World Report, says in a 
wireless dispatch from Buenos Aires. 
“Later, more experts will be brought 
down to study such projects as petroleum 
and mining. 
@ “Purchases of equipment in the U. S. 
will run into the hundreds of millions of 
dollars, according to Lord. The exact 
types and values remain to be worked 
out, since the plan is still broad and gen- 
eral. Purchases will include, however, 
heavy construction machinery; equip- 
ment for dams and power projects; port 
equipment, such as cranes; transport 
items, including trucks and railway equip- 
ment; materials for cement, copper and 
chemical plants; irrigation machinery and 
prefabricated housing.” 

Just how much of the plan will become 
reality is uncertain. Skeptics in Argen- 
tina and in the United States consider 
it vague and visionary. But they agree 
that many projects are to be undertaken. 
And in the planning, constructing and 
equipping of these projects, American 
technicians and manufacturers stand to 
profit. 
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EXPANSION OF U.S. OIL HOLDINGS 
INCREASES STAKE IN MIDDLE EAST 


Growing economic interest in area 
involves Government in age-old 
political rivalries of Moslem world 


Reported from CAIRO, LONDON 
and WASHINGTON 


The United States is rapidly re- 
placing Britain as the biggest oil operator 
in the oil-rich countries of the Middle 
East. This new role is to put the U.S. 
deep into the age-old rivalries of the 
Moslem world. 

Events of the last few weeks have 
given Americans broader control of the 
oil of Saudi Arabia, the Kingdom of 
Abdul Aziz Ibn Saud. Americans also 
will receive a large share of the oil out- 
put from Iran, until recently a British 
preserve. U.S. interests now are to help 
build two oil pipe lines across half a 
dozen countries of the Middle East. This 
adds up to a major U.S. share of the 
biggest potential oil basin in the world. 

Already France and Russia have pro- 
tested American expansion in the Middle 
East. In Britain, too, some groups express 
misgivings about American inroads into 
what has been a British sphere of in- 
fluence. It is becoming plain that Ameri- 
cans will not be allowed to develop their 
new oil empire in complete peace and 
quiet. 

@ Oil rights involve the U. S. directly in 
the affairs of Arabs and Persians. 

In Saudi Arabia, the future of the 
country is wrapped up in the fact that 
two U.S. companies, shortly to be joined 
by two others, have the right to exploit 
the country’s prime natural resource—oil- 
bearing desert sands. 

Royalties from oil production of 23 
cents a barrel will make Saudi Arabia 
fabulously wealthy in a few years. Oil 
production is now at the rate of 200,000 
barrels a day. Plans call for more re- 
fineries and for a pipe line to the Medi- 
terranean Coast so that production can 
eventually reach 500,000 barrels a day. 
When that happens, King Ibn Saud can 
count on an income from oil royalties of 
about $40,000,000 a year. 

The King’s appreciation of this fact is 
shown by his recent visit to the American 
oil fields near the Persian Gulf Coast of 
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his Kingdom. His son and heir to the 
throne, the Emir Saud, is in the United 
States inspecting irrigation and manu- 
facturing projects that might be adapted 
to conditions in Saudi Arabia. 

Oil has involved the U.S. deeply in 
Saudi Arabia. Four U.S. oil firms will 
have heavy investments there when cur- 
rent negotiations are complete. These 
are the Standard Oil Company of Cali- 
fornia, the Texas Company, the Standard 
Oil Company of New Jersey and the 
Socony-Vacuum Oil Company. The U. S. 
Army maintains an air base at Dhahran, 
serving the oil fields. The U.S. Navy 
buys 70 per cent of the current oil output 
of Saudi Arabia. The U.S. Export- 
Import Bank has loaned Saudi Arabia 
$10,000,000 and has earmarked an addi- 
tional $15,000,000. These loans are guar- 
anteed by oil royalties. 

In Iran, the U.S. is a major factor in 
the oil industry, though it owns no pe- 
troleum leases. 

The Standard Oil Company of New 
Jersey and the Socony-Vacuum Oil Com- 
pany have agreed to take a substantial 
share of the output of the Anglo-Iranian 
Oil Company, a firm controlled by the 
British Government. In addition, the 
American firms will help build a pipe 
line from the Persian Gulf to the Medi- 
terranean Coast to handle their share of 
the oil. 

Capital from the U.S. thus is becom- 
ing a partner with British capital in 
Southern Iran, where the British hold- 
ings lie. In Northern Iran, the Russians 
have the promise of an oil lease from the 
Iranian Government, but the contract 
has hot yet been confirmed by Iran’s 
legislature. As now written, the agree- 
ment would give Russia majority con- 
trol of a joint Russian-Iranian oil com- 
pany to exploit the Northern provinces. 

In Iraq, two American companies— 
Standard of New Jersey and Socony- 
Vacuum—together own a 23% per cent 


share of production of the Iraq Pe- 
troleum Company. They also share an 


* interest in the I. P.C. pipe line to the 


Mediterranean Coast and have refineries 
at the Lebanon terminus. 

In Lebanon, American interest is in- 
creasing. 

The oil pipe lines planned from the 
Persian Gulf area may terminate on the 
Lebanese Coast. More American oil re- 
fineries are planned: This new interest 
supplements a century-old American link 
to the Lebanese people, the American 
University in Beyrouth, influential in 
educating many present-day Arab lead- 
ers. American moral support helped 
Lebanon and its sister Republic of Syria 
win independence from the French man- 
date in- 1943. i 
@ Fringing the oil orbit, the U.S. has 
other vital interests in the Middle East. 
Frequent visits of U. S. warships to ports 
in the Mediterranean area during the 
last year have demonstrated to the world 
that Washington is attentive to what 
goes on in Istanbul, Beyrouth, Damascus 
and Cairo. 

Trade with the area is booming at 
four times prewar dollar levels, amount- 
ing to more than $400,000,000 in 1946. 
That is double the value of U.S. trade 
with the republics of Central America 
and of Mexico. 

Air lines operated by American firms 
use airfield rights in the Middle East. 
John Payne Field in Cairo, built by the 
U.S. Army and now turned over to the 
Egyptian Government, is the hub of an 
American air network that covers the 
area. } 

In world diplomacy, the U.S. defends 
Turkey and Iran against Russian de- 
mands. 

Turkey looks to the U.S. for help in 
keeping the Straits of Dardanelles out 
of Russian control. Iran has received U. S. 
backing in getting the Russians to with- 
draw troops and political influence from 
the Northern Province of Azerbaijan. 
Now Egypt looks to the U. S. for support 
in settling her dispute with Britain over 
evacuation of British troops from the Nile 
Valley. 

In Palestine, Jews and Arabs contend- 
ing for control of the country both want 
U.S. support. They think that U.S. 
policy will influence decisions of the 
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U.S. helped Syrians become 
independent, pipelines cross 
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U.S. companies have minor- 
ity interest in oilfields; are 





TURKEY 
U.S. supports Turks against 
Russians in argument over 
the Dardanelles waterway. 
























through here. 










PALESTINE 


Both Zionist Jews and Arabs 
make bids for support of 
U. S. public here. 
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Important air line crossroads 
used by U.S. international 
air Carriers. 
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terminus. Center of U.S. 
philanthropy to Arabs. 
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U.S. firms to get oil from 
British fields, plan a pipeline 
[to the Mediterranean. 
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SAUDI ARABIA 


U.S. companies own the 
| world's richest oilfield here. 











British Government, which is responsible 
for the Government of Palestine. 

@ Troubles for the U. S. are arising al- 
ready from these interests. 

Russians view the U. S. oil rush in the 
Middle East as proof of their theory that 
America has imperialist aims. 

The Russians do not like to see Ameri- 
cans joining the British in Southern Iran 
while the Soviet oil concession in North- 
ern Iran is still only a paper promise. 
They feel that the new American in- 
terest in Iran will strengthen those groups 
in the country that would like to modify 
or cancel altogeher the oil agreement 
between Iran and Russia that has been 
pending for almost a year. 

Russians also dislike the increased UV. S. 
investment in Saudi Arabia and the pro- 
posed pipe lines to the Mediterranean. 
In the Russian view, these developments 
will buttress British domination of the 
area near Russia’s southern frontier. 

France is displeased that oil rights in 
Saudi Arabia have been parceled out 
with no portion left for the French. The 
French claim that an agreement of 1928 


among oil companies pf the U. S., Britain 
and France requires that France be al- 
lowed a share of the Saudi Arabian con- 
cession. 

Various British groups have private ob- 
jections to the increased American role 
in the Middle East. 

British liberals in the left wing of the 
Labor Party criticize the agreement be- 
tween Anglo-Iranian and the American 
oil companies. They feel that the agree- 
ment is another step tying British in- 


terests too closely to U.S. policy. These ~ 


critics say, the British can sell Iranian oil 
without American help and do not see 
any advantage in the partnership. 

British conservatives are worried for 
other reasons. They see American oil 
companies bringing modern housing, 
medical care and education to native 
workmen faster than British firms can 
provide such improvements. These Brit- 
ish conservatives fear that American in- 
fluence will upset the established order 
of society in the Middle East, starting a 
ferment of political and economic un- 
rest in many countries. 
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Arab rulers, led by King Ibn Saud, dis- 
trust American policy toward Palestine. 
Now that American oil companies are en- 
tering into closer relations with the Arab 
people, Arab statesmen feel that Amer- 
ican policy should support the Arab 
demands for an independent Palestine 
controlled by an Arab majority. In- 
stead, they see that President Truman 
advocates the Zionist goal of a home- 
land in Palestine for the Jewish refugees 
of Europe. 

@ The oil boom in the Middle East thus 
is bringing a boem also in political com- 
plications for the United States. Reac- 
tions to U.S. activities are expected to 
become more frequent and more com- 
plex as rising oil production in the area 
intensifies America’s interest in the Mos- 
lem world. 

Oil has brought the U.S. a new 
frontier between the Persian Gulf and 
the Mediterranean Sea. Like all frontiers, 
it is a potential source of international 
quarrels. It enmeshes the United States 
in the problems of one of the world’s 
most troubled areas. 


FEBRUARY 11, 1947 « 13 











spatch 











Reg. Appd. for U. S. Pat. Off. 


PEACE PACTS WITH AXIS NATIONS 
MAY LIFT IRON CURTAIN ON TRADE 


Soviet problem is whether to help 
enforce clauses that can weaken 
her influence in Eastern Europe 


Trade provisions written into the 
peace treaties for Germany’s war partners 
soon may force Russia to loosen her eco- 
nomic grip on Eastern Europe. 

Clauses tucked away in the 
treaties are aimed deliberately at re- 
opening the countries behind the Iron 
Curtain to business interests of the 
United States, Britain and other trading 
nations. 

The way these provisions are put 
into effect in coming months is to give 
a good indication of the course Russian 
relations with the Western powers will 
take in Finland, Italy, Romania, Hun- 
gary and Bulgaria. 

The five peace treaties contain these 
promises: 

Hungary, Romania and Bulgaria are 
to be reopened to U.S. and British busi- 
nessmen. Communications by rail, river 
and air into those countries are to be 
opened up to commerce with the West. 

There is to be more freedom of the 
press. Presumably the.countries involved 
are to allow correspondents from the out- 
side to report freely from within their 
borders. 

Most of the Russian forces now bol- 
stering the political regimes of Hungary, 
Romania and Bulgaria are to be with- 
drawn. 

What everyone wants to know now is 
whether or not Russia really intends to 
allow these things to happen. The big 
question just over the horizon is this: 
Will the Communist-dominated regimes 
of Romania, Bulgaria and Hungary com- 
ply with their treaty obligations? If not, 
will Russia co-operate in enforcing com- 
pliance? 

The treaties contain provisions that 
touch on sore points of difference be- 
tween Russia and the U.S. all along the 
line. Clashing interpretations of these 
provisions are almost certain to spark new 
disputes between Russia and the Western 
powers in the United Nations in coming 
months, 


14 ¢ WORLD REPORT 


@ Trade with Hungary, Romania, Bul- 
garia, Italy and Finland is to be opened 
up to all members of the U.N. on an 
equal basis. This has special importance 
in Hungary, Romania and Bulgaria, 
whose economies, since the end of the 
war, have become almost completely 
tied to Russia’s. The governments of 
these countries now keep the door barred 
against Western businessmen. The treaty 
terms provide specific steps they must 
take to open the door. 

Tariff treatment by the five countries 
is to be equal for all the United Nations. 
This'meéans that Hungary, Bulgaria and 
Romania cannot legally keep their trade 
tied to Russia by rigging their tariffs. All 
other forms of trade*discrimination that 
could benefit Russia to the disadvantage 
of the Western countries also are banned 
by the treaty terms. These terms apply 
for 18 months following the effective date 
of the treaties. 

For internal trade within the five 
countries, all the United Nations are to 
receive equal treatment “in all matters 


‘pertaining to commerce, industry, ship- 


ping and other forms of business activity” 
except commercial aviation. This means 
American and British businessmen in 
those countries are to have the same 
rights as the Russians. 

@ Transportation into the Balkans and 
Central Europe is to be reopened to all 


- nations. 


The Danube River, traditional channel 
for freight for Austria, Hungary, Czecho- 
slovakia, Romania, Yugoslavia and Bul- 
garia, is to be opened all the way and 
to all comers. Since the end of World 
War II, movement on the river has been 
restricted and most of its normal traffic 
paralyzed. 

The railway connecting the port of 
Trieste with Budapest and Vienna is to be 
reopened. Terms of the Italian treaty pro- 
vide that traffic shall move freely in and 
out of Central Europe on this railway 
through Yugoslavia, 


Marshal Tito, who has not welcomed 
the establishment of the Free Territory 
of Trieste, nevertheless, is to be com- 
mitted by the treaty not to choke off 
Trieste from the hinterland that normally 
sustains it. Yugoslavia also is forbidden 
to juggle freight rates and regulations so 
as to divert traffic artificially from Trieste 
to Yugoslavian ports. 

Air lines of the Western nations are 
given new hope for extending their serv- 
ice into the Balkans and into Finland. 
This is of direct interest to U.S. aviation 
interests and travelers. At present, there 
is no commercial air service into or across 
the Balkans. 

One American air line is certified by 
the U. S. Civil Aeronautics Board to oper- 
ate from London to Istanbul, landing in 
the capitals of Hungary and Romania 
and crossing over Bulgaria. Because the 
company is forbidden to enter the Bal- 
kans, the line now ends at Vienna, which 
is about the halfway mark. Travelers 
going to Turkey must take the long way 
around, via Rome and Athens. 

Another U. S. line is holding up service 
to Helsinki, Finland, for the same reason. 

All five of the peace treaties provide 
that the countries involved must grant 
all the United Nations “equality of oppor- 
tunity” in obtaining commercial-aviation 
rights on a reciprocal basis for 18 months 
after the treaties come into effect. The 
meaning is this: If the five countries allow 
Russian air lines to enter, they must give 
the same rights to U. S. and British lines 
or give a good reason why not. 

@ Indemnities to be paid to U.S. and 
British investors who have suffered dam- 
ages in the five countries are certain to 
cause new headaches and new quarrels. 

The catch is that payment is to be 
made in local currency, usually blocked 
so the owner cannot use the money out- 
side the country. The five countries must 
restore all property of nationals of U.N. 
members as it was before the war. Where 
this is impossible, property owners are 
to receive two thirds of the amount neces- 
sary to make good the loss. 

Eventually, if Italy, Finland, Hungary, 
Romania and Bulgaria join the Interna- 
tional Monetary Fund, it may be possible 
for investors to get their. money out. But 
that: may be in the distant future. Fur- 
thermore, they still are out the remaining 


one third. In the U.S., the National 
Foreign Trade Council already is prepar- 
ing a protest to be filed with the Senate 
when the treaties come up for ratification. 
Hottest disputes over indemnities are 
likely to occur in Romania and Hungary, 
where British, U.S., Dutch and French 
companies have heavy investments in the 
petroleum industry. These firms claim the 
Russians have taken large amounts of 
their equipment. A scrap is expected when 
the original owners try to get it back, 
under the terms of the treaties. 
q A bill of rights, written into each of 
the five treaties, has highly explosive pos- 
sibilities. Every one of the five nations 
involved is to guarantee its citizens “the 
enjoyment of human rights and of funda- 
mental freedoms, including the freedom 
of expression, of press and publication, of 


religious worship, of political opinion and 
of public meeting.” 

Full compliance with this provision 
would remove the screen of secrecy from 
most of the Balkans and would: weaken 
the present regimes. In Romania and Bul- 
garia, it would mean that the opposition, 
now ruthlessly ‘suppressed, would be 
guaranteed freedom to criticize the Com- 
munist-dominated governments now in 
power. 

Freedom of the press would let the 
whole world know whether the terms of 
the treaties were being carried out. 

Will the governments of Hungary, Ro- 
mania and Bulgaria allow their people 
these new freedoms? If not, what can be 
done? 

@ Military shifts required by the treaties 
also raise new questions, 


In the Balkans, the political picture 
may be changed when Russia removes 
the bulk of her occupation forces. In the 
past, Russian forces have been a prop for 
the governments of Romania and Bulgaria. 

Allied troops are to withdraw com- 
pletely from Italy and Bulgaria. In Ro- 
mania and Hungary, Russia is to keep 
only enough troops to guard her supply 
lines to Austria. 

In Trieste, U. S. and British forces are 

to be reduced and Yugoslav forces are to 
be strengthened. Will they be able to 
work together while Trieste tries to elect 
a new government? 
@ A hard decision faces Russia. She 
must decide whether or not to co-operate 
with the U.N. in enforcing provisions 
that could weaken her own influence in 
Trieste, the Balkans and Finland. 


Five Question Marks In Peace Treaties 


POSTWAR TRADE? Peace treaties 
for Germany's former satellites specify no 
favoritism for any member of U.N. Will 
this open the Balkans and Finland to U.S. 
and British trade? 


FREE TRANSPORTATION? Treaties 
promise open navigation on the Danube, 
equal air rights for U.N. nations. Will 
western airlines be allowed to operate in 
the Balkans? Will Tito allow unfettered 
Danube traffic in Yugoslavia? 


FREE SPEECH? Treaty terms guaran- 
tee unrestricted freedom of press and 
opinion. Will countries in Russia's sphere 
comply. Who will judge press freedom and 
what can be done to punish violators? 

af “weed oon te og 
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WAR INDEMNITY? Outside companies 
with war losses in satellite countries are 
to be paid in blocked currencies. How can 
companies get their money out of treaty 
countries? 





MILITARY INFLUENCE? Allied 
troops to be withdrawn or reduced in Bul- 
garia, Italy, Hungary, Romonia, Trieste. 
Will withdrawals weaken governments? 
Can troops of U. S., Britain, Yugoslavia get 
along while Trieste elects a new govern- 
ment? 
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RUSSIA TRIES TO FILL 
NEEDS OF CONSUMERS 


Business competition encouraged in 
effort to provide necessities of 
life without impeding 5-Year Plan 


The Soviet Union: now is encour- 
aging a degree of business competition 
and private enterprise among Russian 
citizens. : 

The object is to stimulate pro- 
duction of the most urgent necessities of 
life, which many Russians still lack. Con- 
tinuing shortages of such necessities have 
lowered morale and put some phases of 
the Five-Year Plan behind schedule. 

Production in certain lines has 
fallen short of goals during the Plan’s 
first year. Exposure of hundreds of 
thousands of Russian soldiers to the rela- 
tive luxuries of the capitalist countries 
has whetted appetites for better stand- 
ards of living! at home. 

A twofold program has been set up 

within Russia to speed up production 
and distribution of such consumer goods 
as food, shoes and houseware without 
impeding the larger Five-Year Plan. 
«| Consumer co-operatives, which have 
been in a more or less dormant state in 
recent years, are to be greatly expanded. 
Formerly, they merely bought food from 
the Government for distribution. Now, 
they are authorized to handle their own 
procurement from farmers and to set up 
their own distribution network in the 
cities. 

Co-ops are to open their own shops 
and stalls at railway stations, steamer 
piers and market places to sell a large 
variety of foodstuffs, including bread, 
meat, fish, milk, eggs, etc. 

Competition is thus introduced for the 
Government's system of commercial 
stores. The theory is that competition 
between the two types of stores will be 
a healthy thing. 

The co-operative shops are to sell at 
prices prevailing in the free market, but 
not above the prices of the Government’s 


commercial stores. Goods in both types: 


of stores are ration free. 

Incentive for the consumer co-ops is 
the prospect of more food at lower prices 
for their members. The expanded co- 
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operatives will try to bring into the city 
large quantities of food that formerly 
never left the farm because of the lack 
of transportation and marketing facilities. 
The Government is allocating 7,000 
trucks to the co-ops for a start. 

@ Producer co-operatives are undergo- 
ing a similar reform. These are mostly 
small industrial and handicraft enter- 
prises whose members pool their pro- 
duction and profits. They now have in- 
structions to open a variety of stores 
where they are to sell consumer goods 
of their own making. 

The producer co-ops are to concen- 
trate on production of household uten- 
sils, crockery, furniture, shoes and cloth- 
ing. All these are items in desperately 
short supply throughout Russia. 

Present plans call for organizing 2,500 
new producer co-operatives in 1947 and 
greatly expanding the existing ones. 

Government support is to move co- 
operative production into high gear in 
the shortest possible time. The Govern- 
ment is throwing its full weight behind 
the scheme by furnishing the new en- 
terprises with the necessary tools and 
equipment. Local officials have orders 
to grant high priorities to the producer 
co-ops for technical assistance and skilled 
labor. 

Competition thus is established for the 
state stores that have had a monopoly 
untif now. Some of the state stores have 
been criticized for being indifferent to 
the public’s needs and for falling into a 
“take-it-or-leave-it” attitude. 

A profit motive is created by the Gov- 
ernment to stimulate co-operative produc- 
tion. Members of producer co-ops will 
be allowed to keep 20 per cent of their 
profits. This is a radical departure for the 
Soviet. Formerly, members were paid at 
the same rate as factory workers, and 
profits were ploughed back into reinvest- 
ment. Additional incentive is furnished by 
tax reductions, subsidies and other spe- 
cial privileges, 
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LUXURY IN RUSSIA 
Will competition bring more tubs? 


The goal of the producer co-ops is to 
furnish a high percentage of Russia's 
needs for consumer goods this year. Be- 
fore the war interrupted their normal 
activities, such enterprises supplied about 
20 per cent of. the country’s consumer 
goods. 

Production targets for 1947 are con- 

siderably below prewar levels but still 
are impressive: 1,250,000 beds, 5,000,- 
000 pairs of felt boots, 15,500,000 pairs 
of shoes, 28,000,000 pairs of stockings, 
40,000,000 knitted garments and 375,- 
000,000 pencils are just a few of the 
items. 
@ Scarcity, made worse by last year’s 
drought, is back of the Soviet Govern- 
ment’s new program for consumer goods. 
With Lend-Lease ended and UNRRA 
flickering out, many Russians are finding 
their cupboards empty and clothes thread- 
bare. 

The effect of the change is this: Work- 
ers now have more incentive to work 
harder because their wages will buy more 
food, more shoes, more pots and pans. 
Farmers are encouraged to sell more food 
because they will be able to buy more 
implements, clothing, etc., with the 
proceeds. 

The resulting interaction between farm 
and industry is expected to give a for- 
ward impulse to the whole economy of 
the U.S.S.R. 

Production of consumer goods is to 

be stepped up all along the line, not by 
co-operatives alone. Production of tex- 
tiles, footgear and knitted clothing is to 
be increased 50 per cent this year over 
1946. 
@ Immediate object of these measures 
is to relieve some of the prolonged strain 
that is beginning to tell finally on Russian 
morale and productive efficiency. The 
ultimate object, like the object of every- 
thing in Russia today, is to further the 
Five-Year Plan. 
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SHORTAGES BAR QUICK SOLUTION 
OF FOOD PROBLEM IN GERMANY 


Search for plan by Hoover mission 
handicapped by lack of fertilizer, 


seed, draft animals and man power 


France and Soviet Russia are 
being served fresh notice of U.S. de- 
termination to make a big part of Ger- 
many able to pay its own way again. 

The mission Herbert Hoover is 
undertaking there emphasizes the prior- 
ity consideration now assigned to “go-it- 
alone” plans for the Anglo-American zone 
as the result of Big Four failure to agree 
on economic unification for the entire 
country. 

Prime objective of the mission is to 
determine the formula that can get West- 
ern Germany back in a position to provide 
itself with adequate food, home grown 
and imported. 

@ The food problem is one of the causes 

for the economic stagnation in the U.-S.- 
British zone. The section never has been 
self-sufficient in food. Even in peace, it 
was required to depend on food imports 
from elsewhere in the Reich and from 
other countries in order to make up for 
its insufficiency. 

Food imports meant a bill. The exports 
which the zone produced brought in the 
money to pay it. 

@ Industrial productivity thus is linked 
tightly to any improvement in the food 
situation. But until industry can recover 
enough to finance increased food imports, 
the Anglo-American zone is not likely to 
improve its present inadequate food posi- 
tion. 

Back of this situation is a 
circle. The current low rations mean a 
continuation of low productivity among 
industrial workers. Low productivity 
among workers means curtailed output 
in industry. And curtailed output means 
inability to pay for needed imports of 
food. But without more food the effi- 
ciency of workers cannot be expected to 
increase. So this vicious circle has been 
continued. 

@ Restoration of a reasonable balance 
between industrial exports and the food 
imports they should finance accordingly 
is the objective of the reconstruction pro- 


vicious 


gram Hoover hopes to map. U.S. tax- 
payers would benefit by $300,000,000 
annually—the amount now spent to pro- 
vide minimum rations for the United 
States zone. 

@ German agriculture in the Anglo- 
American zone is in no shape at the mo- 
ment to ease the food problem materially. 
Experts with former President Hoover 
say any plans for increased production 
wont help the situation until the 1948 
harvests, at the earliest. 

Shortages are one handicap to quicker 
results. An adequate supply of fertilizer 
is riot available. Seed for planting is still 
short. Due to the number of draft ani- 
mals taken during the war, there are too 
few to work the farms. Finally, there is 
the man-power shortage which is being 
relieved only slowly as more war prisoners 
are repatriated. 

Present outlook for crops this year is 
uncertain. Adverse weather has hit winter 
plantings of grain and vegetables, so 
yields are going to be affected. 

Reforms in the present food setup, 
however, are likely to figure in Hoover's 
report to President Truman. Evidence 
exists that unsatisfactory conditions pre- 
vail. 

The system for collecting food from 
farmers has not proved completely effi- 
cient. Large tracts go unplanted when 
they might be producing needed crops. 
And many farmers have been hoarding 
their livestock, rather than marketing 
them. 

Hoarding has been particularly wide- 
spread in Bavaria, where large quantities 
of grain are hidden somewhere outside 
the range of inspectors. 

Frequently farmers deliberately have 
understated potato yields and acreage so 
that they can hold back supplies for the 
more profitable black market and for 
feeding more livestock. 

The slaughter program is running be- 
hind schedule. German farmers want to 
keep their livestock, although the lack of 


fodder for cattle makes the slaughter pro- 
gram necessary if civilian food require- 
ments are to be met this winter. 

The result of all these factors is in- 
creasing signs of undernourishment 
among German citizens. 

Quick improvement in the food situa- 
tion, meanwhile, obviously depends on 
getting export trade moving to pay for 
supplies that can be bought elsewhere. 
But this involves the question of what 
level of industry should be permitted in 
the U.S.-British zone, Determining the 
level of industry has a vital bearing on 
the unsolved problem of reparations. 

For these reasons, the French and Rus- 
sians are certain to await Hoover's recom- 
mendations intently. The Soviets are say- 
ing theyd like steel production increased 
to pay reparations, And the French want 
more coal from the Ruhr. 

@ The final report that Hoover makes 
to President Truman is not likely to bring 
spectacular changes in Western Germany 
immediately. Hoover is thinking in terms 
of results two or three years hence. The 
French and Russians are not overlook- 
ing this long-range aspect of the survey. 
It again confronts them with the question 
whether they want the area to “go it 
alone” economically on a long-term basis. 





HERBERT HOOVER 
How can Germans be better fed? 
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FOUR-YEAR PLAN MAY SURMOUNT 
BARRIERS TO FRENCH RECOVERY 


Communists and capitalists support 
$18,750,000,000 program to develop 
industry and raise living standard 


Reported from PARIS 
and WASHINGTON 


France has hitched her future to 
an economic plan that Communists and 
capitalists alike are pledged to support. 

Within the next four years, about 
$18,750,000,000 is to be pumped into 
industry. Six basic industries are to get 
most of the new equipment. Over-all 
target is an industrial development that 
can boost French living standards and 
safeguard French security. 

The profits and risks of private en- 
terprise are to be maintained. Commu- 
nists have agreed not to press for wide na- 
tionalization of industry. 

@ French planning calls for a steady 
growth of production in basic industries. 
Here are the annual goals in tons: 

1947: Coal, 55,500,000; steel, 7,000,- 
000; cement, 6,000,000. 

1948: Coal, 59,000,000; steel, 9,000,- 
000; cement, 8,000,000. 

1949: Coal, 62,000,000; steel, 10,000,- 
000; cement, 11,500,000. 

1950: Coal, 65,000,000; steel, 11,- 
000,000; cement, 13,500,000. 

@ Political unity such as peacetime 
France seldom has known is behind the 
plan. 

Gen. Charles de Gaulle, champion of a 
capitalistic France, asked Jean Monnet, 
banker and businessman, to draft a plan 
for the reconstruction of French economy. 

Socialist Léon Blum, then Premier, put 
Monnet’s plan into action in January. 

The Communists, largest of French 

political groups, now have promised 
Blum’s successor, Paul Ramadier, that 
they will support the undertaking. _ 
@ Pilot of planning is Monnet, now 
“General Commissioner” of the plan. He 
runs a sort of economic supercabinet that 
already has survived the fall of several 
governments and is likely to be continued 
until 1950, the target year. 

A brandy exporter from Cognac, Mon- 
net has the confidence of French busi- 
nessmen. An economist whose plans show 
how the worker is to benefit, he draws 
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support from the unions and is respected 
by Communists. As an expediter and plan- 
ner in two world wars, he worked at top 
levels in London and Washington. Re- 
spect for Monnet’s scheme now is bring- 
ing dollars to France. 

€] Money for the plan is to come from a 
speed-up in production. As a starter, 
credits abroad are necessary. Before war 
ended, Monnet won a $2,575,000,000 
Lend-Lease credit from the U. S. 

According to Monnet’s__ estimates, 
France will need $11,700,000,000 in cur- 
rency exchange through 1950. Her re- 
ceipts from abroad are to be $6,500,000,- 
000. Sale of gold assets will bring in an 
additional $2,000,000,000. 

To meet part of the deficit of $3,200,- 
000,000, Monnet took the reports of 
1,000 industrialists, union leaders, farm- 
ers and technicians, working together in 
18 industries, and set production targets. 
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JEAN MONNET 
Untouched by ideologies 


With these figures he went to Washing- 
ton, Ottawa and London and got $1,900,- 


000,000 in credits. Now France is asking 


$500,000,000 from the World Bank and 
may get about $225,000,000 of that sum 
this year. 

Frenchmen stand in awe of Monnet’s 

ability to get money from abroad. He ex- 
pects no difficulty making up the remain- 
ing $1,075,000,000. But now he looks 
to Frenchmen to make his estimates come 
true. 
@ The charted course set by Monnet 
places the greatest emphasis on six basic 
industries, five of which, as the chart 
shows, are to get a considerable portion 
of the capital investment. 

Coal, alone of the basic products of 
industry, is being turned out at a rate 
above prewar levels. This is due largely 
to Communist help in getting more work 
out of French miners, who are pledged to 
produce 48 hours a week. They work on 
Sundays when production falls behind. 
But the labor shortage soon may be ag- 
gravated by the return to Germany of 
59,000 prisoners of war now in the mines. 

Monnet is counting on Britain’s promise 
to increase the quantity of Ruhr coal 
made available to France. French Com- 
munists may persuade Poland’s Com- 
munist-led Government to sell France 
more coal from Silesia. 

Electric power is to get the largest 
share of pump-priming funds. Germans, 
hoping to obtain French collaboration in 
war, increased power capacity during the 
occupation. A 4% mile-tunnel in the Pyre- 
nees was completed to bring water power 
from Spain to France and will aid in in- 
dustrialization of Southwestern France. 
Power output throughout the country is to 
be increased from 26,000,000,000 kilowatt 
hours in 1947 to 37,000,000,000 in 1950. 

Steel and iron production is to be 
raised by regrouping plants for more 
efficient operation. Two continuous roll- 
ing mills are to be imported from the 
U.S. The iron and steel industry's own 
10-year plan, now integrated into the 
Monnet plan, emphasizes modernization, 
not expansion. 

Cement as a by-product of steel is to 
be produced from slag previously wasted, 
thus reducing the cement industry’s coal 
needs. Man-hours needed for cement are 
to be cut from 6 to 3% per ton. 
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Transport is to be modernized. Elec- 
trification of 1,244 miles of railway is to 
bring an annual saving of 1,400,000 tons 
of coal. Railroads are to carry 50 per cent 
more traffic by 1950 with the same labor 
force. Power barges for inland waterways 
are to come from expanded shipyards. 
The automobile industry is to cut down 
output of passenger cars to make more 
trucks. 

Farm machinery is to come from fac- 
tories converted to U.S. manufacturing 
methods. The plan as yet has set no final 
target figure for tractor production, but 
12,300 are to be made in 1947, and the 
goal of 6,000 power cultivators this year 
is to be increased to 16,000 by 1950. 

Other industries to share in the pump 
priming promised by the plan include 
machine tools, brick and plaster and cot- 
ton and woolen textiles. Expenditures on 
public works such as roads, irrigation and 
buildings are to rise from $2,300,000,000 
in 1947 to $4,500,000,000 by 1950. 


@ Obstacles ahead on the planned way 
to industrial power for France are be- 
coming apparent. The first enthusiasin for 
the plan is wearing off in the grim realiza- 
tion of the sweat, toil and sacrifice in- 
volved. 

Prices, driven down at first by Blum’s 
dramatic appeal for a 5 per cent cut, are 
beginning to push upward again. It is 
doubtful whether Premier Ramadier will 
be able to hammer through another 5 
per cent cut scheduled for March 1. 

A “vital minimum” for all wages is be- 
ing sought by unions. This minimum 
varies by occupation and district; un- 
skilled labor in the Paris region wants a 
guarantee of $59 per month. If prices do 
not drop, workers may break through 
union discipline and strike for higher 
wages. 

Red tape is increasing within the 
structure of the new state. Responsibility 
for policing the execution of the plan is 
spread through a dozen ministries. Mon- 





Copyright, 1947. by World Report 


net’s “supercabinet” is finding co-ordina- 
tion difficult. , . 

About 50,000 Government employes 
are to be driven out of public jobs and 
into industry to keep the budget balanced 
and to help increase man power. Officials 
awaiting the axe are reluctant to take 
initiative and are-inclined to pass the re- 
sponsibility on to somebody else. 

Sacrifices, which are to be asked from 
the French people if the export program 
falls short of its targets, will come hard. 
@ Test year for the Monnet plan is 1947. 
If France can approximate this year’s 
production targets, credits needed for 
1948 will be more readily available. If 
output falls far below estimates, inflation 
may force a complete revision of the plan. 

No alternative to the Monnet plan is 
contemplated. For the next four years it 
is to remain the blueprint of French ef- 
forts to gain economic power. If politi- 
cians and workers follow the blueprint, 
France may make the grade. 
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BRITAIN AIMS TO SOLIDIFY EMPIRE 





THROUGH ROYAL VISIT TO AFRICA 


Trip is designed to strengthen both 
business and political ties. Products 
of home islands to be advertised 


Reported from LONDON 
and CAPETOWN 


A personal appearance tour by 
Britain’s Royal Family now is counted on 
to tighten the business and _ political 
bonds of the British Empire. 

The state visit to South Africa 
is not to be a pleasure jaunt for King 
George. What is involved is an elaborate 
project carefully planned to promote 
trade and unity among all the nations 
of the British Commonwealth. 

From London last week, World 
Report's staff correspondent E. J. Drech- 
sel cabled: “The King is the only con- 
stitutional link binding the Empire to- 
gether. His visit to Africa will emphasize 
Britain and British things. It is to 
strengthen political and economic ties 
between Britain and the dominions and 
colonies and to increase the Empire's 
preference for British goods—even if they 
cost more and take longer to get.” 

The Royal procession will last three 
and a half months. It will take the King, 
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Queen Elizabeth, Princess Elizabeth and 


Princess Margaret Rose to the Union of - 


South Africa, a dominion of the British 
Commonwealth of which George VI is 
King, to the self-governing Crown Col- 
ony of Southern Rhodesia and to the 
protectorates of Basutoland, Swaziland 
and Bechuanaland. 

With an entourage of 29 attendants, 
the Royal Party will travel by ship, rail- 
road, automobile and air through 10,000 
miles of Africa. In 65 strenuous days, 
they will visit more than 50 places. 

@ In the planning and the mechanics 
of the tour, no detail has been overlooked 
to demonstrate the prestige and position 
of the British Crown and Empire. 

A formal invitation to the King was 
made on behalf of the South African 
Government by Prime Minister Jan 
Christiaan Smuts in 1945. Prior to their 
coronation, King George and Queen 
Elizabeth visited Australia as the Duke 
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ROYAL POMP ON RAILS—The train exhibited in London 


and Duchess of York. In 1939, they 
toured Canada and the U.S. A Royal 
visit to New Zealand is expected in the 
future. But the visit to South Africa was 
calculated to do the Empire the most 
good at this time. 

Once the decision to go was made, 
elaborate preparations were begun in 
England and South Africa. Every aspect 
of the preparations and of the voyage 
itself are being given the widest public- 
ity. A large group of newspapermen is 
traveling with the Royal Family. Every 
firm and industry in the Empire that has 
participated in providing facilities for the 
voyage will be able to advertise their con- 
tributions “By Appointment to His Maj- 
esty.” : 

The transportation provided is to 
demonstrate the worthiness of British in- 
dustry and British wares. The 6,500-mile 
voyage from Portsmouth to Capetown is 
being made in H. M.S. Vanguard, the 
newest and greatest of Britain’s battle- 
ships. Quarters normally occupied by an 
admiral have been fitted out by a Mayfair 
decorator for the Royal Family. 

Publicity emphasizes the fact that the 
42,500-ton battleship was built during 
the dark days of the war, in the midst 
of air raids, by Britain’s Clydebank ship- 
builders. Her commander has a distin- 
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guished war record. Her 1,800 officers and 
men are hand-picked. She was launched 
by Princess Elizabeth, who later attended 
the traditional ceremony of blessing the 
ship. 

The Vanguard sailed from Portsmouth 
on February 1 and met in the English 
Channel the British Home Fleet, con- 
sisting of another battleship, an aircraft 
carrier, four cruisers and nine destroyers. 
Plans blueprinted to the most minute 
detail months in advance set the arrange- 
ments for the aircraft carrier Implacable, 
Britain's biggest and fastest, two cruisers 
and a destroyer to escort the Vanguard to 
the Equator and provided for the South 
African Fleet to take over the escort 
job after “crossing-the-line” ceremonies 
there. 

Most of the travel in South Africa will 
be by rail. For that purpose the South 
African Railways had 12 all-steel, air- 
conditioned railway cars made ‘to order 
in England by Europe’s largest and old- 
est rolling-stock manufacturer. The cars 
were finished in eight months, half the 
usual time. 

The car builder, who also makes 
busses and subway coaches, and every 
company involved in fitting out the 
luxurious Royal Train with steel, elec- 
trical appliances, paneling, gold, paint, 
carpets, plumbing, lighting, radios, fur- 
niture and 69 white telephones have 
made it a point to advertise their accom- 
plishments as evidence that “Britain Can 
Make It.” 

For some parts of the journey, the 
Royal Family will travel by air in four 
custom-built planes costing more than 
$1,000,000 and manned by the R. A. F. 
The King and Queen will travel in sepa- 
rate planes. One plane will be a flying 
maintenance and repair shop for the 
others. 

New British automobiles will be used 
for most of the sight-seeing during the 
visit. The clothing and accessories, the 





The coaches arrive in Capetown 


baggage and everything else used by the 
King and Queen on the trip will set the 
style for the Empire. The four London 
dressmakers who provided the Quegn and 
the Princesses with their wardrobes are 


keeping the styles a secret until the Royal * 


arrival February 17. South Africa, busy 
preparing a welcome, will look hard at 
British clothes, African imports most of 
its clothing. 

South Africa is spending money and 
effort to make the visit a success. Cape- 
town alone has spent $250,000 in clean- 
ing and repairing public buildings and 
residences. 

Ceremonial will be the order of the 
day during the entire visit. Every minute 
of the 65 days has been scheduled months 
in advance. The countless receptions, din- 
ners, addresses of loyalty and other offi- 
cial functions are calculated to symbol- 
ize South Africa's allegiance to the King 
and ties with the rest of the Empire. 

The King will open sessions of both 

the South African and Southern Rho- 
desian parliaments. The Queen will re- 
ceive an honorary degree. Princess Eliza- 
beth will be given a gift of diamonds on 
her birthday, April 21, which will be 
celebrated with fireworks as a national 
holiday. The trip is intended as training 
for Elizabeth, who some day may be the 
ruling Queen, and as an opportunity for 
South Africans to see her. 
@ More than good will is behind the 
Royal journey. Native tribes and wild 
games, Victoria Falls, gold fields and 
diamond mines, public buildings and 
historical sites, vineyards, orchards and 
granaries of prosperous South Africa will 
interest the Royal visitors. But what 
Parliament had in mind when it wished 
the departing King Godspeed were cer- 
tain concrete results. 

For Britain, striving to rule its Empire 
in a period when the will to independ- 
ence is growing among colonial peoples, 
there is the hope that continuing loyalty 
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from South Africa will be impressive in 
India and Burma. Field Marshal Smuts's 
United Party hopes for support from the 
Royal visit to help it defeat the Nation- 
alist Party, which favors severing Empire 
ties, in next years general election. 

The success of Britain’s drive to de- 
velop her export trade is to depend to an 
important extent on customers in South 
Africa’s booming new industries. Auto- 
mobile, rubber, steel, machine, shce and 
food manufacturers could become even 
better customers for British exports as a 
result of the King’s visit. Nor does in- 
dustrial Britain want to lose her imports 
of African raw materials and food. 

For South Africans, King George, as 
the first reigning monarch ever to visit 
the Union, may do more than kindle wan- 
ing loyalties. He may strengthen the Gov- 
ernment’s hand in maintaining order dur- 
ing a period of growth and development. 
The hope is .that Negro, Indian and 
European racial groups may find a basis 
for agreement and unity and that prob- 
lems caused by industrial development 
may be settled peacefully. 

For the entire British Empire, a Royal 
success in South Africa would mean re- 
stored prestige in the world. 
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The lounge in the Queen’s car 
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-ANTAGONISMS DELAY 
INDIAN CONSTITUTION 


Moslem boycott of Assembly stalls 
progress toward independence. 
Threat of civil violence persists 


Reported from DELHI, LONDON 
‘ and WASHINGTON 


India now is hearing a lot of loud 
talk by her leaders but is making no con- 
crete progress toward independence from 
Britain. The breach between political 
factions is widening and fear of violence 
overshadows hope of a united India. 

Moslem leaders are intensifying 
their demand that an independent India 
include separate states for the Moslems. 
British troops have been alerted in the 
Punjab Province where the Moslems are 
engaged in a campaign of civil dis- 
obedience. 

The Indian legislature’s declara- 
tion of a sovereign independent republic 
sounds important but carries little weight 
since the legislative body is boycotted 
by the Moslem League. 

Next step is the drafting of a constitu- 

tion. But unless the leading party, the 
Hindu-dominated Congress, can induce 
the Moslem League to co-operate, the 
document produced is unlikely to be 
considered binding by either the British 
or by the Moslems. 
@ India’s problems are numerous and 
complicated, but at the root of her cur- 
rent troubles is the basic antagonism be- 
tween her 250,000,000 Hindus and 92,- 
000,000 Moslems. 

The Moslem League, which speaks for 
the majority of the Moslems, reiterated 
after a meeting of the League’s Working 
Committee in Karachi that it would not 
join the Constituent Assembly at New 
Delhi, which is drafting a constitution. 

Mass arrests of Moslem leaders in the 
Punjab has tended to aggravate a deli- 
cate situation. There the Moslems are the 
largest group, but lack a majority, and as 
a result are governed by a Hindu-domi- 
nated coalition. 

The Congress Party, primarily a Hindu 
organization, is leaving the door open for 
the League to take part in the drafting 
of the constitution. Congress leaders con- 
tend, however, that they can make no fur- 
ther concessions. 
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The Congress now is prepared to pro- 
ceed with the constitution whether the 
Moslem League participates or not. Work- 
ing on arrangements is a committee 
composed of eight Congress officials and 
four constitutional experts. Ten places 
are left open for representatives of the 
League and of the princely states, if and 
when they are willing to serve. 

The princely states also must be dealt 
with by the Congress-dominated Govern- 
ment. Rulers of these 562 states control 
45 per cent of India’s territory and one 
fourth of the total population. The 
princes are willing to co-operate in fram- 
ing the constitution, but with, reserva- 
tions. 

Congress leaders have agreed to refrain 
from interfering with the internal affairs 
of the native states, but insist on dealing 
only with popularly elected representa- 
tives of the princes. Some of the rulers, 
foreseeing the spread of nationalism, are 
giving their subjects more say in govern- 
ment, but in most states the princes exer- 
cise absolute control. 

Trouble also is anticipated from the 

princes insistence that final acceptance 
of the constitution be left to the individual 
states. 
@ Britain’s influence in India is declin- 
ing. The British have the awkward role 
of an arbitrator who is unable to bring 
warring factions together. 

The Indian Civil Service is wearing 
thin. Formerly this elite group, together 
with the police, was composed entirely 
of Britons. They ruled India. Now more 
than half of the civil servants are Indians, 
and virtually all of the remaining Britons 
are expected to resign eventually. 

The British Army in India is declining 
in strength through demobilization and 
because troops are needed in other 
troubled areas. Today no more than 
50,000 British troops are stationed in 
India. Only 2,000 British officers remain 
with the Indian Army, 
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CONGRESS PARTY FRONT MAN 
M. Asaf Ali—Ambassador to the U. S. 


Britain’s huge debt to India, piled up 

during the war, now is the subject of 
discussions in Delhi. The British want 
this bill of $4,800,000,000 scaled down 
and are encouraging use of as much as 
possible of the balance to finance imports 
from Britain. 
@ India’s progress toward self-govern- 
ment has been considerable during the 
past six months, but in many respects it 
has been overshadowed by the bickering 
of political factions and particularly by 
the communal riots which claimed sev- 
eral thousand lives. ; 

An interim Government was formed 
under the leadership of Pandit Nehru, 
head of the Congress Party. For six weeks 
the League boycotted the Government 
before withdrawing its opposition and 
accepting five of the 14 Cabinet port- 
folios. , 

International affairs were taken over 
from the British. India was represented 
in the United Nations, ambassadors were 
named for the U.S. and China, and con- 
suls were sent to leading cities of the 
Far East. 

M. Asaf Ali, a Congress Party leader 
who also is a Moslem, is the first Indian 
Ambassador to the U.S., and is due in 
Washington February 16. Back of Ali's 
appointment is the Congress Party’s con- 
cern over its loss of prestige in the U. S. 
Ali is evidence of the Congress’ .conten- 
tion that it is a national party and there- 
fore is qualified to lead India if the Mos- 
lem League continues to withhold its 
co-operation. | 

The prospects are that India will con- 
tinue to move slowly and tediously toward 
her goal of independence. There are no 
promising indications that her political 
factions will get together in the im- 
mediate future, and the danger of new 
outbreaks of violence remains. Both of 
these circumstances are postponing the 
day of final Indian freedom. 
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GERMAN ECONOMY TIED 





TO WORLD COMMERCE 


U.S. and Britain intend to make their 
zone dependent on external trade, 
ending old dream of self-sufficiency 


Reported from BERLIN, 
LONDON and WASHINGTON 


The industrial revival of Western 
Germany is to be guided carefully along 
channels that will keep that defeated 
nation dependent upon trade and com- 
merce with the rest of the world. 

Idea behind U.S.-British eco- 
nomic plans is twofold. First, Germany 
is to come back to the point where she 
will provide a lasting market for the 
goods of other trading nations. Second, 
she is to be kept short of self-sufficiency 
in the things needed to fight a war. 

Thus, Hitler's campaign to make Ger- 

many economically independent—able to 
stand alone in wartime if necessary—is to 
be deliberately canceled out while the 
country is being put back on its feet. 
@ A place in world trade, both as ex- 
porter and importer, is assured by the 
plans of the U.S. and Britain. German 
exports during 1947 are expected to earn 
the occupied country $350,000,000. Im- 
ports will run close to $1,000,000,000. 

Once the plan is in full operation, 
Germany will find she has to trade with 
the rest of the world. Synthetic processes, 
encouraged and developed by the Nazis, 
will not be permitted to revive. Thus 
Germany will have to import rubber, oil, 
fiber and similar raw materials. 

U. S. cotton shipments into Germany 

for 1947 are scheduled at about 330,000 
bales. This means that part of the market 
cut off by Hitler will be restored. Ger- 
many’s purchases of cotton dropped from 
about 1,350,000 bales annually in the 
"20s to 200,000 in 1938. 
‘ Now the looms in Germany's textile 
mills are being readjusted from use of 
synthetic domestic fibers to the use of 
imported cotton. 

British wool from Australia will go in- 
to the U.S.-British zones of Germany. 
Shipments in 1947 will amount to 66,- 
000,000 pounds. 

Other imports, vital to the plans for 
Germany’s trade revival, may come from 
these countries: oil from British and 


Dutch interests; iron ore from Sweden 
and France; essential metals from Bel- 
gium. Thus, pormal trade channels grad- 
ually are to be reopened. 
@ German exports are uncertain. Ger- 
man businessmen have set the following 
targets for 1947: 

Coal is expected by them to earn 
$140,000,000, which means a substantial 
increase in current output. 








Machinery sales are set at $80,000,- 
000. 


Textiles, urgently needed by many 
countries, are counted on to earn another 
$40,000,000. 

Other’ products and their anticipated 

earnings for 1947 are iron and steel, 
$52,000,000; chemicals and pharmaceu- 
ticals, $28,000,000; electrical equipment, 
$22,000,000; optical goods and precision 
instruments, $12,000,000; arts and handi- 
craft products, $8,000,000. These things 
are expected to get Germany back on the 
road toward full participation in world 
trade. 
@ Looking ahead, the U.S. would like 
to set up in Germany a European base 
for its wider aim of restoring free trade 
in the world. Britain needs to regain 
the German markets that once took a 
large part of British exports. Over all, 
the plan will link Germany with world 
trade and make her dependent upon 
international commerce, a complete re- 
versal of Hitler’s dream of economic 
independence. 


A Bavarian trade exhibit emphasizes external commerce 
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HUNGER IN 1947 


The world’s grocery basket is still far from overflowing. 
Improvement in food supply and distribution since 1945 
has been slight. 

The Worldgraph shows estimated food levels in nine 


countries for the crop year June 1946-June 1947. It also i OG ee @ e 7 
shows the emergency subsistence level, defined as a mini- 


mum and temporary diet. Deficiency diseases strike 
quickly among people whose food supply falls below this 
line. The level fixed by the U.N. Food and Agriculture 
Organization is lower for Oriental countries. The reduc- 
tion, frankly described as arbitrary, aims to equalize such 
factors as high birth rates and low levels of activity and 
vitality. Low vitality, however, is as much the result as 
the cause of low nutrition. It leaves people less able to 
hold up under even slight reductions in diet. Huge popu- 
lations such as those of India and China include large 
groups better fed than the national average and also large 
groups below that average. Thus, an “adequate” average 
figure may conceal great numbers close to the starvation 
point. On the brighter side of the picture is an unknown 
supply of foodstuffs not included in any compilation. For 
example, Japanese fishermen will eat more of the fish they 
catch, Italian peasants more of the grain they raise than 
official controls may allot them. 

For the world as a whole, the age of plenty is not yet 
in sight. 
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(Among the unforeseen develop- 
ments of the postwar era none is 
more important than the current dis- 
cussion concerning disarmament. 
That this subject has become & major 
concern of the U.N. before the mili- 
tary power of that organization has 
been established and the peace settle- 
ment accomplished is due, in most 
part, to urging by Russia. The 
Soviet Union, however, in its pro- 
posals has not yet presented a clear 
picture of its concept of disarma- 
ment, nor revealed the policies which 
underlie its action in that regard. 

What is Russia’s record concern- 
ing disarmament? What kind of dis- 
armament, if any, does Russia want? 
Why does Russia press for general 
disarmament, while impeding atomic 
disarmament? In this brief analysis, 
WORLD REPORT undertakes to ex- 


amine these questions). 


N THE BASIS of the written record, 

Russia can claim, with consider- 
able justification, to have been a leader 
in the field of international schemes for 
disarmament. From the Genoa Con- 
ference of 1922 until the Geneva Con- 
ference of 1932-34, the Soviet Union 
consistently advocated total disarma- 
ment. When it became apparent that 
complete disarmament was unattain- 
able, Russia pressed for proportionate 
disarmament on a substantial scale. All 
her proposals provided for international 
inspection and control. The Soviets 
based their proposals on the concept 
that disarmament would eliminate war 
—a thesis that is questioned by those 
who believe that disarmament will re- 
sult from world-wide security, not 
security from disarmament. But, in any 
case, there is justification for looking 
for more specific reasons underlying 
such unprecedented proposals. 

At that time the Soviet Union was 
not only a new state, but a new kind 
of a state, alone in a hostile world. Its 
principal assets were population, area 
and undeveloped resources, which com- 
bined to give it great inherent strength. 
However, lacking arms, such strength 
would be more effective in a world 
where the capitalistic states had been 
shorn of their armaments. At least in 


' RUSSIA’S PROPOSALS 
FOR DISARMAMENT 


theory, therefore, general disarmament 
supported the basic Russian policy of 
improving its position in relation to the 
other great powers. 

But then, as now, Russian policy 
was based on communistic ideology. 
It is a matter of contemporary Soviet 
record that communism held all arma- 
ments to be tools ef the capitalistic 
states for the suppression of the prole- 
tariat. The Communist International of 
1928 stated that no Communist thought 
that the Soviet disarmament proposals 
would be accepted—and that they were 
submitted merely to expose capitalistic 
hypocrisy. It would seem, therefore, 
that all Russian proposals for disarma- 
ment between World Wars I and II, 
while basically sound from the national 
point of view, were made, neverthe- 
less, as tactical moves in the interna- 
tional field of communistic policy, with 
no expectation that they would be ac- 
cepted. 

But, whatever the policies which 
prompted these Russian proposals, any 
possibility of their acceptance was end- 
ed by the refusal of Hitler, just risen 
to power in Germany, to consider any 
form of disarmament, and particularly 
the element of inspection and control 
which went with it. The U.S., while 
favoring disarmament as a general ob- 
jective, at first opposed, but later accept- 
ed, the principle of international con- 
trol and inspection. During this period 
there were limited accomplishments in 
the field of naval disarmament, but 
Russia was in no way affected. 


NEW ERA 


The subject of disarmament next ap- 
peared in international negotiations 
during the drafting of the U. N. Char- 
ter, during which, without debate, it 
was assigned as one of the responsibili- 
ties of the Military Staff Committee. 

The atomic bomb opened a new era 
in disarmament by presenting problems 
of unprecedented character, extent and 
urgency, beyond the capacity of the 
existing machinery of the U.N. As a 
result, the Atomic Energy Commission 
was set up under the Security Council, 
and the U.S. offered a definite plan of 
atomic control. The essence of this plan 
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was effective international inspection. 
Notwithstanding the fact that this was 
merely an elaboration of the Russian 
proposals of 1932-34, without change 
in principle, Russia opposed this part of 
the U.S. proposals until quite recently, 
and at present maintains an attitude of 
“agreement in principle” that is far 
from definite agreement. 

In the recent meeting of the Gen- 
eral Assembly, control of atomic energy 
and general disarmament were debated 
at length. Russian Foreign Minister 
Molotov, early in the meeting, proposed 
a resolution favoring a general reduction 
of armaments and the prohibition of 
atomic energy for military purposes. His 
proposals did not recognize the necessity 
for effective international control and 
inspection. Later on, Molotov proposed 
two commissions, under the Security 
Council, one to control reduction of arm- 
aments and one to control the elimination 
of atomic energy for military purposes. 

During these discussions, the U. S. 
maintained its position that the control 
of atomic energy, while bearing a gen- 
eral relationship to over-all disarma- 
ment, was a separate and distinct prob- 
lem that must be handled before the 
larger question could be solved. The 
U.S. furthermore insisted that, with- 
out effective international control and 
inspection, there could be no solution 
for either problem. 

Eventually, however, the various 
points of view were reconciled in the 
disarmament resolution of December 
14, which has been accepted as the 
principal accomplishment of the Assem- 
bly. Like most compromise documents, 
this resolution left much to be desired. 
However, it did do certain things. By 
means of a general recommendation, it 
avoided for the present the controver- 
sial but unessential issue of troops on 
foreign soil. It recognized the priority 
status of atomic energy control, as ad- 
vocated by the U.S., and it brought 
the question of general disarmament to 
the fore, as desired by the Russians. 

Russia refused to participate in the 
final discussions of the Atomic Energy 
Commission, which presented its report 
to the Security Gouncil on December 
31. In the final vote, Russia and Poland 
abstained. On the eve of that report, 
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Fear of International Inspection May Account 
For the Soviet Union’s Confusing Position 


however, Russian Delegate Gromyko 
called upon the Security Council to 
appoint immediately a commission to 
work out plans for general armament 
reduction and to submit such plans 
within three months. While this pro- 


_posal is very general in its terms, it is 


apparent that it is not in full accord 
with the disarmament resolution of the 
General Assembly, for which Russia 
voted two weeks before. The Russian 
proposal ignores three of the essential 
points of the disarmament resolution; 
namely, priority of atomic control, the 
necessity for effective safeguards by 
way of inspection, and the urgency of 
providing the international forces under 
the Security Council. 

In the recent discussions in the 
Security Council, the U.S. has urged 
early action on the report of the Atomic 
Energy Commission, and the Russians 
have, pressed for prompt action on 
Gromyko’s general disarmament pro- 
posals. It would seem probable that a 
compromise course will prevail, in 


which the report will be considered, ° 


and the Russian-proposed commission 
will be established—not, however, with 
any expectation that it can produce a 
plan for disarmament in three months’ 
time. 

Such is the unfinished second chapter 
in the history of Russian proposals for 
disarmament, the first having begun in 
the days of the League of Nations. In 
contrast to the well-defined pattern of 
Russian proposals in the period be- 
tween the world: wars, this current 
chapter is most confusing to one who 
attempts to identify the policies that 
underlie it. 


Most of the world, except Russia, ap-. 


parently considers that atomic energy 
demands special treatment in the field 
of disarmament; that, while general dis- 
armament is a long-range problem, 


_ atomic disarmament must be accom- 


plished in the immediate ftture; that, 
‘in solving this special problem, the 
‘solution of the general problem will be 
found. Furthermore, Russia greatly fears 
the atomic bomb in the hands of the 
estern powers and is not making much 
progress toward producing bombs of her 
own. Notwithstanding these facts, how- 
ever, Russia appears to have consist- 
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ently impeded progress toward the 
control of atomic energy by injecting 
into the discussions the broader sub- 
ject of general disarmament. 


FEAR OF INSPECTION? 


What is the explanation? There are 
those who suspect Russia of a wicked 
scheme to get the U.S. to destroy its 
bombs and then to break the treaty and 
start an atomic arms race from scratch. 
But if this were true, Russias plan 
would be better served by working for 
an atomic treaty, and the sooner the 
better. 

Somehow, Russia must see advantage 
to herself in the delaying tactics that 
she employs. There may be some tech- 
nological explanation within Russia— 
an impending discovery, perhaps—but 
that seems highly improbable. Russia 
may consider that, by consistently tak- 
ing the initiative in the wide and ill- 
defined field of general disarmament, 
she may hope to gain support that will 
tend to soften the position of the 
Western powers on the critical subjects 
of bomb disposal and inspection. 

The Soviets may consider that, in 
their obstructive technique, they have 
much to gain and little to lose. If and 
when general limitation of armaments 
reaches the stage of concrete proposal, 
Russia can always exert a negative con- 
trol, while being in a good position to 
accept proposals to her advantage. 

For example, Russia knows well that, 
when an army is reduced, the men re- 
main and can be remobilized, whereas 
if a navy or an air force—particularly a 
navy—are “reduced,” they require 
years to reconstruct. 

But these considerations, taken to- 
gether, still offer an inadequate ex- 
planation. It would seem that there 
must be something in the atomic con- 
trol proposals that the rulers of Russia 
find impossible of acceptance. If this is 
the real explanation, what is the “im- 
possible”? It cannot be the matter of 
limitation of sovereignty. If the U.S. 
can accept that, Russia can. It cannot 
really be the much-discussed question 
of the veto, for Russia knows full well 
that she cannot be coerced by the 
U.N., veto or no veto. It would seem 


far more probable that the “impossible” 
or Russia is the matter of complete 
and effective inspection. 

Those who believe that Russia, in the 
last analysis, cannot accept the full 
implications of an effective inspection 
system base their conviction on the 
idea that such an inspection would 
slowly but surely undermine an essen- 
tial element of the Soviet system; name- 
ly, isolation from the rest of the world; 
that it would threaten the whole struc- 
ture of the Communist-controlled po- 
lice state and eventually would result 
in the overthrow of its rulers. This 
would seem to be the most probable 
basic reason for Russia’s delaying tac- 
tics, as regards atomic disarmament. If 
true, it is an adequate explanation. 


CONCLUSIONS 


(1) Russia’s extensive prewar record 
on disarmament, by her own admission, 
was influenced as much by political 
and ideological considerations as by 
sincere hope of accomplishment. 

(2) Russia has been largely respon- 
sible for the delay in organization of the 
military forces of the U.N., for estab- 
lishing the peace settlement and for 
advancing the control of atomic energy 
—matters which are generally consid- 
ered to be prerequisites to any realistic 
system for the general limitation of 
armaments. 

(3) Russia’s tactics, nevertheless, 
have been to maintain the initiative in 
the broad field of disarmament, profit- 
ing by her role as leading the world 
toward peace, while delaying a show- 
down on the control of atomic energy. 

(4) Russia fully appreciates the ad- 
vantage that accrues to a land power, 
as distinguished from a naval and air 
power, in any system of general limi- 
tation of armaments. 

(5) The reasons underlying this pol- 
icy of delaying atomic disarmament are 
not clear. They may largely be a mat- 
ter of Soviet international technique. 
However, the most probable basic rea- 
son seems to be apprehension concern- 
ing the effect on the Soviet system of 
any form of international inspection 
and control. 

(6) The Soviets final position re- 
garding disarmament, atomic or other- 
wise, probably is not yet determined. 
In the end, it will hinge on the critical 
point of whether or not, in the opinion 
of the Soviet rulers, they and their sys- 
tem could survive the opening of Rus- 
sia to full-scale international inspection. 
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FOOD PLAN DESIGNED 
TO RELIEVE FAMINES 


Agricultural nations to be urged 
to co-ordinate farm policies to 
assure equitable distribution 


A new plan for increasing world 
production and consumption of basic 
foods and for stabilizing food prices is to 
be submitted to the big agricultural 
nations. 

The proposals are the work of a 
preparatory commission set up by the 
United Nations Food and Agriculture 
Organization. Their accent is on volun- 
tary action by individual countries and 
on voluntary co-operation, mainly 
through commodity agreements between 
governments. 

Tight control over food policies by an 


international body, as proposed last. 


summer by Sir John Orr of Great Britain, 
Director-General of the FAO, is in effect 
rejected by the new proposals. But the 
basic aims of the Orr Plan, such as raising 
nutritional levels, establishment of famine 
reserves and stabilization of prices, have 
been retained by the preparatory com- 
mission, which was headed by Viscount 
Bruce, former Prime Minister of Australia. 
@ Integration of farm programs is pro- 
posed. At least once a year member coun- 
tries of the FAO would meet and com- 
pare notes on their agricultural policies. 
This has never been attempted on a 
world-wide scale. The idea is _ that 
national programs can be made to jibe 
better only if each country knows what 
the others are trying to do. 

Revision might be suggested by the 
FAO after review of the national pro- 
grams, but no country would be bound 
to make changes if it did not so desire. 

The war stimulated huge increases of 
production in some countries and left 
starvation in others. The world soon is 
to have more wheat than can be moved in 
commercial channels. But more than half 
of the world’s people are undernourished. 

The task is to match surpluses with 
need, if possible. 

In more advanced countries, improve- 
ment of distribution is the chief problem. 
Even in the U. S., one third of the popula- 
tion is underfed. 
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VISCOUNT BRUCE 
His Committee laid the plans 


In less advanced countries, the prin- 


cipal problem is to increase production. ° 


In some cases, scientific methods, mech- 
anization or irrigation are needed. Usual- 
ly, ‘transportation facilities are poor, so 
that famine and plenty exist side by side, 
as often in China. The FAO will offer 
technical advice as to methods of over- 
coming these problems. 

Development of agricultural produc- 
tion and food distribution will be costly. 
The FAO will urge the World Bank to 
lend financial assistance where necessary. 
@ Agricultural prices are notoriously un- 
stable. Recently, for example, cotton and 
butter prices in the U.S. have fluctuated 
widely. Price changes always have ham- 
pered planning of orderly production on 
the farm. 

The severe depression of the 1930s in- 
stilled a fear of overproduction and a lack 
of confidence in the possibility of expand- 
ing world demand and of getting ade- 


quate prices for crops. The preparatory 
commission feels that the same fears are 
returning now. 

A network of commodity agreements 
is suggested by the preparatory commis- 
sion to remove uncertainties. Major food- 
stuffs entering world trade, such as wheat, 
rice, sugar, livestock products, fats and 
oils, fish and cocoa, might be likely pros- 
pects for international consideration. 

Countries interested in each commod- 
ity would work out an agreement for that 
product. As a general rule, commodity 
agreements would include the following 
provisions: 

A price range would be established 
within which all commercial sales of 
that product on world markets would have 
to be made, 

Famine reserves would be held na- 
tionally for use on internationally agreed 
terms, with the FAO authorized to call 
for shipments to meet urgent needs. 
Carrying charges and losses would be 
shared equitably by participating coun- 
tries. Wheat and rice would be leading 
candidates for famine reserves. 

Stabilization reserves, known also as 
buffer stocks, would be used to counter- 
act short-term fluctuations in price. 
Individual countries would buy when 
prices of the commodity reached the floor 
price agreed to and sell when they 
reached the agreed ceiling. Each country 
would finance its own buffer stocks but 
would subject itself to international rules. 

Cut-rate sales of surplus products to 
needy people in other countries would be 
allowed where commercial demand at 
stipulated prices had dried up. This 
would eliminate destruction of surplus 
food such as occurred in the U. S. before 
the war and in recent weeks. 

@ Expectations are that these proposals, 
now to be submitted to member countries 
of the FAO, will meet with a mixed 
reception. Needy countries probably will 
approve. The U.S. and Canada may not. 

Main difficulty is that participation in 
such commodity agreements will be ex- 
pensive. Storage of large stocks of food 
will be costly. Selling at reduced prices 
to the needy apparently would involve 
subsidies. This woyld be true in the U. S. 
as long as price supports are used for 
farm products. 

Another difficulty would be in keeping 
wheat, for example, sold at commercial 
prices, separated from wheat sold at 
reduced prices to the needy. 

Chances are that this new plan will 
not be wholly acceptable in its present 
form. However, it may lead to better 
co-ordination of agricultural planning 
among nations and to a greater regard 
for the needs of the underfed. 
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RECONSTRUCTION LOANS HELD UP 
AS WORLD BANK RUNS INTO SNAGS 


Financial, political and personnel 
difficulties force curtailment and 
delay in aiding member countries 


Loans by the new World Bank 
to assist in the recovery of member na- 
tions in 1947 are to be smaller and slower 
than originally scheduled. 

The $8,000,000,000 Bank, which 
will have 44 members as soon as four 
additional countries qualify, had planned 
to make $1,500,000,000 available early 
this year for countries needing help in 
recovery programs. Now it is unlikely 


that more than half that figure will be 


loaned to member nations. 

France, Denmark and Chile are wait- 
ing eagerly for dollars they have re- 
quested of the Bank. France especially 
is short of dollar credits, but so is the 
Bank. 

@ The Bank’s troubles arise from an as- 

sortment of difficulties that have plagued 
the organization since it was launched 
with high hopes at Bretton Woods, 
N. H., in 1944. 

Organizational problems create uncer- 
tainties as to what ‘direction the Bank 
is to take. Members disagree among 
themselves over how much influence 
smaller countries shall have in fixing loan 
policies. These differences are delaying 
action on loan applications. 

Personnel snags remain a real hand- 
icap to the Bank’s progress. Differ- 
ences of opinion over the functions 
of the presidency—whether the post calls 
for an administrator or a bond salesman 
—have kept that office vacant for five 
of the eleven months that have elapsed 
since the World Bank was formally 
organized. 

In accepting the office for the period 
of organizing a staff for the Bank, 
Eugene Meyer, Washington publisher, 
maintained that the institution should 
have a genuinely international staff. He 
succeeded in recruiting officers from a 
number of countries, but found that 
many experienced persons were’ reluc- 
tant to leave their homes to settle in 
crowded and expensive Washington. 
Meyer himself resigned in December. 


Political difficulties delayed the Bank’s 
preliminary negotiations. Russia's ab- 
sence clouded meetings of the directors. 
The Soviet Union failed to come into 
the Bank as a charter member and still 
has given no indication that she intends 
to join. 

Suggestions that the Bank offer Russia 
a loan as an inducement to membership 
have been opposed by most of the major 
powers. Still, membership would mean 
little to Russia unless it assured her of 
a substantial loan. 

Economic and financial hurdles also 
have blocked the path of the directors. 
Applications have been made for loans 
totaling at least $2,290,000,000. By sell- 
ing bonds to U.S. investors, planned for 
the early part of this year, the Bank could 
have approved most of those requests 
because not all of the credits would have 
been drawn down during the calendar 
year. But lack of a co-ordinated pro- 
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gram of lending has delayed offerings of 
securities to the American public. 

As a result, only the dollars paid in 
by the governments of the United States 
and Canada and the small proportion of 
dollars or gold collected from other mem- 
bers are available for loans. The remain- 
der of the capital being paid in is in the 
currencies of the respective members 
and is not in demand for recovery 
purposes. 

In the larger sphere of international 
economics is the problem of Britain’s ster- 
ling area. Some economists in England 
oppose the Bank as a threat to operations 
in pounds. 

Restrictions on the sterling area are due 
to be lifted this summer anyway, as one 
of the conditions of the U.S. loan to 
Britain. Then, unless the U. S. agrees to a 
later date, countries in the area will be 
free to use their dollars for purchases in 
the U.S. or anywhere else they might 
choose. 

Already, however, the point has been 
raised that the loan agreement was signed 
on the basis of an American price level 


‘much lower than that now prevailing. 


Funds being used by England are buying 
less in the United States than was con- 
templated. So the assistance expected by 
Great Britain hasn’t yet been sufficient 
to guarantee that the sterling area will 
get some freedom by the original dead- 
line in July. 

Location of the Bank’s offices has been 
another argument. With the U.S. sub- 
scription of $3,175,000,000 topping all 
others and the New York market for se- 
curities the obvious place for selling the 
Bank's bonds, it was agreed at the out- 
set that the headquarters should be in 
the U.S. 

There then developed a dispute among 
the directors over whether New York or 
Washington should be the site of the 
home office. Some non-Amrican mem- 
bers think the present p..ximity to the 
U.S. State Department gives an inevita- 
ble flavor of politics to the U. S. position. 
They contend a headquarters in New 
York, closer to the United Nations quar- 
ters, would emphasize the international 
character of the Bank. 

Other problems stem mostly from in- 
ternal situations within the United States, 
and undoubtedly they can be smoothed 
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out quickly if major differences are re- 
solved. 

One barrier still to be met is found in 
State laws that, in effect, prevent mar- 
keting of World Bank securities in those 
States. A number of legislatures are 
prepared to amend these laws so that 
the Bank's bonds can be sold, but some 
reluctance is to be expected. For ex- 
ample, a Wisconsin official has voiced 
opposition to helping countries that de- 
faulted on loans that were made after 
World War I. 

To meet such criticism, there is a 
possibility that the Bank may require 
additional pledges of borrowers. This 
would mean changes in the Bank’s Arti-, 
cles of Agreement. 

One proviso being considered is to 
require the borrowing country, in the 
event of default or inability to meet 
service charges, to take over and turn 
in to the Bank any American securities 
—public or private—-owned by nationals 
of the defaulting country. 

@ Policies of the Bank’s president are 
to bear heavily on the future course of 
the institution’s operations. 

President Meyer, a financier of con- 
siderable experience, felt that priority 
should be given to soundness of loans if 
the Bank were to be able to go to U.S. 
investors more than once with requests 
that they buy its bonds. Other officials 
held that consideration secondary to the 
Bank's declared purpose of fostering re- 
construction and development in the 
years immediately following the war. 
That conflict still has not been resolved. 

Harmony on the question of emphasis 
may be achieved by Meyer's successor. 
To do so, he is likely to demand direct 
information from the U.S. Government 
on its policies. Under present arrange- 
ments, official views of the U.S. are re- 
ported to the board by the American di- 
rector, Emilio G. Collado. 

Another weakness in the Bank’s char- 

ter relates to assessment of members 
when and if necessary to meet obliga- 
tions to investors. The president now has 
no authority to make automatic assess- 
ments on a basis proportionate to capital 
subscriptions. The directors can decide 
which members shall be assessed and 
how much. The new president is ex- 
pected to insist instead that he have au- 
thority to assess members automatically 
if the need arises. 
@ Solution of the Bank’s many prob- 
lems still is a challenge for the 12 di- 
rectors. Although they recognize ,off- 
cially that they are officers of a world 
organization, the directors also represent 
the countries that elected them. 

Most of the member countries want 
loans now. Without funds from the Bank, 
they face the slow and hard task of try- 
ing to recover solely by their own efforts. 
They want dollars. Getting them remains 
the major problem of the World Bank 
the needy countries helped to create. 
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RAZIL' S COMMUNISTS give Luis Carlos 

Prestes, their “Knight of Hope,” chief 
credit for their quick rise from obscurity 
to political power. For Prestes, with his 
energy and generalship, has been the 
mainspring of the party since his release 
from jail, hardly two years ago. 

Under Prestes’ leadership, the party 
today claims about 150,000 members, in 
contrast with the handful of about 1,000 
that carried on under the persecution of 
President Getulio Vargas. In numbers it 
is far ahead of its older counterparts in 
Cuba and Chile. 

Actually, the influence of the party 
extends far beyond its enrolled member- 
ship. In the presidential elections 14 
months ago, the party lined up 600,000 
votes—about 10 per cent of the total—for 
its obscure candidate, Yeddo Fiuza. At 
the same time, it elected Prestes to the 
Senate and won 15 seats in the Chamber 
of Deputies. 

The Communists fell far short of the 

1,000,000 votes they had expected to 
marshal in the State elections last month. 
But the candidate they supported was 
elected Governor of Sao Paulo. They won 
heavy representation in the Municipal 
Council of Rio de Janeiro, as well as a 
sprinkling of other offices. 
q) Prestes’ tactics play on popular dis- 
content. The Communists promise price 
control and higher standards of living. 
They declare they will liberate Brazil 
from “imperialistic domination” by out- 
side capital, which they blame for many 
of the country’s troubles. 

Prestes and his lieutenants, including 
some of Brazil's top intellectuals, spread 
this message through the extensive Com- 
munist press and in public. addresses. 

Opportunism strongly flavors Prestes’ 

tactics. He does not hesitate to support 
candidates of other parties if he thinks 
he can place them under obligations. 
But sometimes this technique fails to 
work. In the Sao Paulo campaign, the 
Communists threw their weight behind 
Ademar Barros, candidate for Governor 
on the ticket of the small Social Progres- 
sive Party. Now that he has been elected, 
however, Barros disavows friendship for 
the Communists and wants to form a bloc 
to check their growth. 
@ A determined campaigner, Prestes 
looks on Barros’ attitude as merely a tem- 
porary setback. For Prestes is used to 
reverses, and he has a fighting record. 

Prestes was only 10 years old when 
his father, an Army captain, died. His 
mother then eked out a living for her son 
and herself by giving lessons in French, 
sewing and piano. 
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LUIS CARLOS PRESTES 
Champion of Communists’ dreams 
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Mother and son were in close accord. 
His mother instilled in him some of the 
toughness that enabled him to stand up 
to hardships. If he came home crying 
after a neighborhood fight, she would tell 
him: “Men react; they don’t cry.” 

Prestes wanted to become a physician. 
Instead, because there was no money for 
a medical education, he attended a mili- 
tary school. He was graduated in 1920 
as a lieutenant of engineers. The only 
instructor who had given him low marks 
was Gen. Maurice Gamelin, the French 
exponent of defensive warfare. Gamelin 
said Prestes’ concept of strategy was “too 
revolutionary.” 

Prestes planned to take part in a Bra- 

zilian revolution that started two years 
later, but he was bedfast with typhus. 
In 1924, when he was in charge of a 
construction battalion in the extreme 
south of Brazil, revolution broke out in 
Sao Paulo. He resigned his commission 
and, with members of his unit, marched 
north to join the revolutionists. 
@ “Knight of Hope.” The Government 
sent troops to intercept Prestes. So he 
started on-a two-year game of “hide 
and seek” that won for him the title, 
“Knight of Hope,” and made him a popu- 
lar hero. 

As the “Prestes column” marched, 
stragglers from the defeated revolution- 
ary forces in Sao Paulo joined it. Prestes 
led the column from the south of Brazil 
almost to the mouth of the Amazon, 
swung south almost to Rio de Janeiro, 
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Brazilian Communist 


then headed west. Finally, the ragged 
remnants of the column reached safety 
in Bolivia. 

@ Communism first was brought seri- 
ously to Prestes attention in Argentina, 
where he sought sanctuary after leaving 
Bolivia. For two years he worked on 
Argentine railroads. During that time he 
talked frequently with Rodolfo Ghioldi, 
leader of the Argentine Communist 
Party. 

Banished from Argentina by the mili- 
tary regime of Gen. José Uriburu, he 
stopped briefly in Uruguay, then went to 
Russia. There he completed his conver- 
sion from liberalism to the revolutionary 
doctrines of the Communist International. 
And he married Olga Benario, a Com- 
munist of German birth. 

Prestes led an attempt to overthrow 
the Vargas regime after his return to 
Brazil in 1935. After the attempt failed, 
he was sentenced to 30 years in jail. The 
Government turned his wife over to Nazi 
authorities, and she disappeared in Ger- 
many. 

Freed from jail in April 1945, Prestes 
was hailed by Argentine liberals as the 
champion who would lead them in oust- 
ing the Vargas regime. But it soon ap- 
peared that his freedom was the result 
of a deal with Vargas, for he supported 
Vargas attempt to stay in power by post- 
poning the elections. 

Although he thus was discredited in 
the eyes of many liberals, Prestes found 
the little nucleus of Communists eager 
for his leadership. Since then, his skill as 
a planner and a campaigner have played 
the key role in building up the party. 

“Prestes shows only in his tired eyes, 
sunken cheeks and rather pale complex- 
ion the effects of his imprisonment under 
the Vargas dictatorship,” Bernard S. 
Redmont, staff correspondent of World 
Report, said after a recent interview with 
him in Rio de Janeiro. 

“He talks animatedly, with the sure- 
ness of a nimble mind and the fervency 
of his cause. He rattles off facts and 
figures like a scholarly researcher. 

“I looked for bitterness in his speech, 
but there was none. He still had a sense 
of humor, and our talk was interspersed 
with laughter. He remembered historical 
facts about the U. S. that I had forgotten. 
He spoke admiringly about Americans 
and U.S. democracy.” 

@ Toward U. S. policy, however, Prestes 
takes a different attitude. He declares 
“aggressive tendencies” have become ap- 
parent in the U.S. since the end of the 
war. He says the Truman plan for stand- 
ardization of Western Hemisphere armed 
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forces “would simply be the submission 
of all the Latin-American countries to the 
general staff of the U.S.” In addition, 
although the Brazilian Government ap- 
proved the presence of U. S. detachments 
at certain air bases after the war, Prestes 
refers to them as “occupation forces.” 

Prestes maintains that he would fight 
for Brazil in a defensive war, but he has 
implied that he would fight against Brazil 
if it became “involved in an imperialistic 
war against Russia.” 

For the immediate future, the course of 


Prestes and the party are vague. The 
Communists cut in on Vargas’ Labor 
Party in the State elections last month. 
But Prestes made a temporary deal with 
Vargas in 1945, and he may do it again 
if it seems advantageous. Or he may 
make an alliance of convenience with 
other parties in the period of flux that 
Brazilian politics now is entering. 

For Prestes is out to use every oppor- 
tunity that will help to make the Com- 
munist Party the dominant force in Bra- 
zilian politics. 


ACHESON: No. 2 Man with No. 1 Powers 


S UNDERSECRETARY OF STATE, Dean 

Acheson now is in command of the 

day-to-day progress of the international 
policy of the U.S. 

While he was deputy to Secretary 
James F. Byrnes, who likes to handle de- 
tail, Acheson frequently found himself 
with responsibilities beyond his authority. 

Now, as deputy to Secretary George C. 

Marshall, Acheson has both the title and 
powers of the second in command. Mar- 
shall has made it clear to the Depart- 
ment that Undersecretary Acheson is the 
boss on all decisions except those on the 
extreme top level. Even in these matters, 
Acheson will be on hand when decisions 
are made. 
@ From Marshall, Acheson thus has 
received powers to make decisions pre- 
viously carried to Byrnes. He is settling 
matters which he personally would have 
passed on to Byrnes. 

Atthe top, Marshallis planning strategy 
on the big issues. He wants a clean desk 
through most of the day; he wants few 
interruptions. How to get along with Rus- 
sia and Argentina; how far to go along 
with Britain and France; what to do 
about Germany and Japan—these are his 
problems. He wants to get home to Lees- 
burg, Va., 40 miles from Washington, 
before sundown, so he can work in quiet, 
away from officialdom. 

From the top down, Acheson is to 
direct Department affairs. Assistant sec- 
retaries get decisions from him; he is to 
be called at his home in the Georgetown 
section of Washington, or at his 100-acre 
estate in Maryland, when matters of 
world importance require action after 
hours. 

With such authority as this, Acheson is 
to stay on his job for months, perhaps 
longer, but not much longer. Already he 
has sacrificed.much to his conviction that 
men who achieve financial success should 
participate in public affairs. Now he is 
anxious to return to the law practice that 
has enabled him to support himself in 
a manner beyond the $12,000 a year paid 
to an Undersecretary. 

@ As his own boss, Acheson kept his 
income in the big tax brackets. By birth, 
his social position was high. His father, 
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an Englishman who became the Episco- 
pal Bishop of Connecticut, and his 
mother, member of a family of Canadian 
distillers, launched him on the way he 
was expected to go. 

Acheson moved smoothly through Gro- 
ton, Yale and the Harvard Law School. 
While still a Law School junior, he mar- 
ried a Detroit beauty, Alice Stanlev. 
Their three children all are married. 

At Yale, Acheson made both Phi Beta 
Kappa and the nonscholastic honor soci- 
ety, Scroll and Key. His academic record 
plus an attractive personality won Ache- 
son the best plum the Harvard Law 
School's Professor Felix Frankfurter could 
give him. At Frankfurter’s suggestion. 
Acheson became secretary to the late 
Supreme Court Justice, Louis C. Brandeis. 

Training under the liberal Brandeis 
was a ticket to success in corporation 
law. After two years, Acheson stepped 
out to join one of the top law firms in 
Washington. From 1921 to 1933, his in- 
come climbed steadily. When Franklin 
D. Roosevelt, looking for capable public 
servants, asked him to become Under- 
secretary of the Treasury, he accepted. 
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DEAN ACHESON 
Same job, more authority 


@ Under Roosevelt, Acheson found him- 

self virtually responsible for the Treasury. 
Secretary William H. Woodin was mor- 
tally ill. Acheson, Acting Secretary more 
often than Undersecretary, watched with 
misgivings Roosevelt’s experimental ma- 
nipulating of the world rate of gold. 

When the President asked what he 
thought of the gold-purchase plan, Ache- 
son took refuge in saying that he thought 
it unconstitutional. Soon he discovered 
from the newspapers that his resignation 
had been accepted. He therefore sub- 
mitted it, ending his six-month associa- 
tion with the Government, and went back 
to his law firm. 

Private practice kept Acheson busy: 
His firm represented some of the largest 
corporations in the U.S. In addition, 
Acheson turned his attention to interna- 
tional law and represented Norway and 
Sweden before the World Court at The 
Hague. 

Despite the break with the Govern- 
ment, war in Europe found Acheson en- 
thusiastically backing President Roose- 
velt’s policies. As an official.of the Com- 
mittee to Defend America by Aiding the 
Allies, he supported the transfer of 50 de- 
strovers to Great Britain. In 1941, Roose- 
velt called Acheson to be Assistant Sec- 
retarv of State. 

@ In the State Department, Acheson 
proved to be more than an able executive. 
His carefully casual dress in the British 
fashion, his neat but bushy mustache, his 
aristocratic manner seemed sure to count 
against him in the corridors of the Capitol. 
Acheson’s selling ability stood the test. 

It was Acheson who shepherded 
through Congress such measures as Lend- 
Lease, U.S. participation in the World 
Bank and U.S. support of the United 
Nations Relief and Rehabilitation Ad- 
ministration. Two Secretaries of State. 
Cordell Hull and Edward R. Stettinius, 
Jr., relied heavily on Acheson’s ability to 
talk on his feet and to get along with 
politicians. 

When Byrnes took over, Acheson 
waited to see him and finally handed his 
resignation to Byrnes'’s secretary. To get 
Acheson back, Byrnes made him Under- 
secretary and sent President Truman’s 
private plane to the Adirondacks to fetch 
him to Washington. 

Critics claim Acheson’s actions under 
Secretary Byrnes sometimes veered too 
close to appeasement of Russia. Much of 
this criticism vanished, however, once 
Byrnes settled on a policy of firmness in 
dealing with the Soviet Union. 

@ As chief of staff for Marshall, Acheson 
is to follow Marshall’s strategy, but will 
make many decisions on his own. Later. 
when the General is fully acquainted with 
his new job and finds another second-in- 
command, Acheson hopes to go back to 
his lucrative law practice. Until then, or 
until he differs on strategy, Acheson is 


to be a No. 2 man who can make No. 1 
decisions. 
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WHY U.S. USED ATOMIC BOMB 


Former Secretary of War reveals reasons for final decision 


(Former Secretary of War Stimson in the following 
article, reprinted by permission from Harper's Magazine, 
tells the story of the historic decision to drop the atomic 
bomb on Hiroshima.) 


By Henry L. Stimson 


N RECENT MONTHS, there has been much comment- about 

the decision to use atomic bombs in attacks on the Jap- 
anese cities of Hiroshima and Nagasaki. This decision was 
one of the gravest made by our Government in recent years, 
and it is entirely proper that it should be widely discussed. 
I have therefore decided to record for all who may be inter- 
ested my understanding of the events which led up to the 
attack on Hiroshima on Aug. 6, 1945, on Nagasaki on 
August 9, and the Japanese decision to surrender, on 
August 10. No single individual can hope to know exactly 
what took place in the minds of all of those who had a share 
in these events, but what follows is an exact description of 
our thoughts and actions as I find them in the records and 
in my clear recollection. 

It was in the fall of 1941 that the question of atomic energy 
was first brought directly to my attention. At that time Presi- 
dent Roosevelt appointed a committee consisting of Vice 
President Wallace, General Marshall, Dr. Vannevar Bush, 
Dr. James B. Conant, and myself. The function of this com- 
mittee was to advise the President on questions of policy re- 


lating to the study of nuclear fission which was then proceed- - 


ing both in this country and in Great Britain. For nearly four 
vears thereafter I was directly connected with all major 
decisions of policy on the development and use of atomic 
energy, and from May 1, 1943, until my resignation as Sec- 
retary of War on Sept. 21, 1945, I was directly responsible 
to the President for the administration of the entire under- 
taking; my chief advisers in this period were General Marshall, 
Dr. Bush, Dr. Conant, and Maj. Gen. Leslie R. Groves, the 
officer in charge of the project. At the same time I was the 
President’s senior adviser on the military employment of 
atomic energy. 

The policy adopted and steadily pursued by President 
Roosevelt and his advisers was a simple one. It was to spare 
no effort in securing the earliest possible successful develop- 
ment of an atomic weapon. The reasons for this policy were 
equally simple. The original experimental achievement of 
atomic fission had occurred in Germany in 1938, and it was 
known that the Germans had continued their experiments. 
In 1941 and 1942 they were believed to be ahead of us, and 
it was vital that they should not be the first to bring atomic 
weapons into the field of battle. Furthermore, if we should 
be the first to develop the weapon, we should have a great 
new instrument-for shortening the war and minimizing de- 
struction. At no time, from 1941 to 1945, did I ever hear it 
suggested by the President, or by any other responsible mem- 
ber of the Government, that atomic energy should not be used 
in the war. All of us of course understood the terrible respon- 
sibility involved in our attempt to unlock the doors to such a 
devastating weapon; President Roosevelt particularly spoke to 
me many times of his own awareness of the catastrophic 
potentialities of our work. But we were at war, and the work 
must be done. I therefore emphasize that it was our common 
objective, throughout the war, to be the first to produce an 
atomic weapon and use it. The possible atomic weapon was 


considered to be a new and tremendously powerful explosive, 
as legitimate as any other of the deadly explosive weapons 
of modern war. The entire purpose was the production of a 
military weapon; -on no other ground could the wartime 
expenditure of so much time and money have been justified. 
The exact circumstances in which that weapon might be used 
were unknown to any of us until the middle of 1945, and 
when that time came, as we shall presently see, the military 
use of atomic energy was connected with larger questions of 
national policy. 

The extraordinary story of the successful development of 
the atomic bomb has been well told elsewhere. As time went 
on it became clear that the weapon would not be available in 
time for use in the European Theater, and the war against 
Germany was successfully ended by the use of what are now 
called conventional means. But in the spring of 1945 it 
became evident that the climax of our prolonged atomic effort 
was at hand. By the nature of atomic chain reactions, it was 
impossible to state with certainty that we had succeeded until 
a bomb had actually exploded in a full-scale experiment; 
nevertheless it was considered exceedingly probable that we 
should by midsummer have successfully detonated the first 
atomic bomb. This was to be done at the Alamogordo Reser- 
vation in New Mexico. It was thus time for detailed consid- 
eration of our future plans. What had begun as a well- 
founded hope was now developing into a reality. 

On March 15, 1945, I had my last talk with President 
Roosevelt. My diary record of this conversation gives a fairly 
clear picture of the state of our thinking at that time. I have 
removed -the name of the distinguished public servant who 
was fearful lest the Manhattan (atomic) project be “a lemon”; 
it was an opinion common among those not fully informed. 


“The President . . . had suggested that I come over 
to lunch today . . . First I took up with him a memo- 
randum which he sent to me from — who had been 


alarmed at the rumors of extravagance in the Man- 
hattan project. —— suggested that it might become dis- 
astrous and he suggested that we get a body of ‘out- 
side’ scientists to pass upon the project because rumors 
are going around that Vannevar Bush and Jim Conant 
have sold the President a lemon on the subject and ought 
to be checked up on. It was rather a jittery and-nervous 
memorandum and rather silly, and I was prepared for 
it and I gave the President a list of the scientists who 
were actually engaged on it to show the very high stand- 
ing of them and it comprised four Nobel Prize men, 
and also how practically every physicist of standing was 
engaged with us in the project. Then I outlined to him 
the future of it and when it was likely to come off and 
told him how important it was to get ready. I went over 
with him the two schools of thought that exist in respect 
to the future control after the war of this project, in case 
it is successful, one of them being the secret close-in at- 
tempted control of the project by those who control it 
now, and the other being the international control based 
upon freedom both of science and of access. I told him 
that those things must be settled before the first pro- 
jectile is used and that he must be ready with a state- 
ment to come out to the people on it just as soon as that 
is done. He agreed to that... .” 

This conversation covered the three aspects of the ques- 

tion which were then uppermost in our minds. First, it was 
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always necessary to suppress a lingering doubt that any such 
titanic undertaking could be successful. Second, we must 
consider the implications of success in terms of its long- 
range postwar effect. Third, we must face the problem that 
would be presented at the time of our first use of the weapon, 
for with that first use there must be some public statement. 

I did not see Franklin Roosevelt again. The next time 
I went to the White House to discuss atomic energy was 
April 25, 1945, and I went to explain the nature of the prob- 
lem to a man whose only previous knowledge of our activities 
was that of a Senator who had loyally accepted our assur- 
ance that the matter must be kept a secret from him. Now 
he was President and-Commander in Chief, and the final re- 
sponsibility in this as in so many other matters must be his. 
President Truman accepted this responsibility with the same 
fine spirit that Senator Truman had shown before in accept- 
ing our refusal to inform him. 

I discussed with him the whole history of the project. We 
had with us General Groves, who explained in detail the 
progress which had been made and the probable future course 
of the work. I also discussed with President Truman the 
_ broader aspects of the subject, and the memorandum which 
I used in this discussion is again a fair sample of the state 
of our thinking at the time. 


MEMORANDUM DISCUSSED WITH 
PRESIDENT TRUMAN APRIL 25, 1945 


“(1) Within four months we shall in all probability 
have completed the most terrible weapon ever known in 
human history, one bomb of which could destroy a whole 
city. 

“(2) Although we have shared its development with 
the U. K., physically the U.S. is at present in the posi- 
tion of controlling the resources with which to construct 
and use it and no other nation could reach this position 
for some years, 

“(3) Nevertheless it is practically certain that we 
could not remain in this position indefinitely. 

“(A) Various segments of its discovery and produc- 
tion are widely known among many scientists in many 
countries, although few scientists are now acquainted 
with the whole process which we have developed. 

“(B) Although its construction under present methods 
requires great scientific and industrial effort and raw ma- 
terials, which are temporarily mainly within the posses- 
sion and knowledge of U.S. and U.K., it is extremely 
probable that much easier and cheaper methods of pro- 
duction will be discovered by scientists in the future, 
together with the use of materials of much wider distribu- 
tion. As a result, it is extremely probable that the future 
will make it possible for atomic bombs to be construeted 
by smaller nations or even groups, or at least by a larger 
nation in a much shorter time. 

“(4) As a result, it is indicated that the future may 
see a time when such a weapon may be constructed in 
secret and used suddenly and effectively with devastat- 
ing power by a wilful nation or group against an un- 
suspecting nation or group of much greater size and 
material power. With its aid even a very powerful un- 
suspecting nation might be conquered within a very few 
days by a very much smaller one. .. . (a brief reference 
to the estimated capabilities of other nations is here 
omitted; it in no way affects the course of the argument. ) 

“(5) The world in its present state of moral advance- 
ment compared with its technical development would 
be eventually at the mercy of such a weapon. In other 
words, modern civilization might be completely de- 
stroyed. 

“(6) To approach any world peace organization of 
any pattern now likely to be considered, without an ap- 
preciation by the leaders of our country of the power of 
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this mew weapon, would seem to be unrealistic. No sys- 
tem of control heretofore considered would be adequate 
to control this menace. Both inside any particular country 
and between the nations of the world, the control of this 
weapon will undoubtedly be a matter of the greatest 
difficulty and would involve such thoroughgoing rights 
of inspection and internal controls as we have never here- 
tofore contemplated. 

“(7) Furthermore, in the light of our present position 
with reference to this weapon, the question of sharing it 
with other nations and, if so shared, upon what terms, 
becomes a primary question of our foreign relations. 
Also our leadership in the war and in the development 
of this weapon has placed a certain moral responsibility 
upon us which we cannot shirk without very serious 
responsibility for any disaster to civilization which it 
would further. 

“(8) On the other hand, if the problem of the proper 
use of this weapon can be solved, we would have 
the opportunity to bring the world into a pattern in 
which the peace of the world and our civilization can be 
saved. 

“(9) As stated in General Groves’ report, steps are 
under way looking towards the establishment of a select 
committee of particular qualifications for recommending 
action to the executive and legislative branches of our 
Government when secrecy is no longer in full effect. The 
committee would also recommend the actions to be taken 
by the War Department prior to that time in anticipation 
of the postwar problems. All recommendations would of 
course be first submitted to the President.” 

The next step in our preparations was the appointment of 
the committee referred to in paragraph (9) above. This com- 
mittee, which was known as the Interim Committee, was 
charged with the function of advising the President on the 
various questions raised by our apparently imminent success 
in developing an atomic weapon. I was its chairman, but the 
principal labor of guiding its extended deliberations fell to 
George L. Harrison, who acted as chairman in my absence. 
It will be useful to consider thé work of the committee in 
some detail. Its members were the following, in addition to 
Mr. Harrison and myself: 

James F. Byrnes (then a private citizen) as personal rep- 
resentative of the President. 

Ralph A. Bard, Undersecretary of the Navy. 

William L. Clayton, Assistant Secretary of State. 

Dr. Vannevar Bush, Director, Office of Scientific Research 
and Development, and president of the Carnegie Institution 
of Washington. 

Dr. Karl T. Compton, Chief of the Office of Field Service 
in the Office of Scientific Research and Development, and 
president of the Massachusetts Institute of Technology. 

Dr. James B. Conant, Chairman of the National Defense 
Research Committee, and president of Harvard University. 

The discussions of the Committee ranged over the whole 
field of atomic energy, in its political, military, and scientific 


‘aspects. That part of its work which particularly concerns us 


here relates to its recommendations for the use of atomic 
energy against Japan, but it should be borne in mind that 
these recommendations were not made in a vacuum. The Com- 
mittee’s work included the drafting of the statements which 
were published immediately after the first bombs were 
dropped, the drafting of a bill for the domestic control of 
atomic energy, and recommendations looking toward the in- 
ternational control of atomic energy. The Interim Committee 
was assisted in its work by a Scientific Panel whose members 
were the following: Dr. A. H. Compton, Dr. Enrico Fermi, 
Dr. E. O. Lawrence, and Dr. J. R. Oppenheimer. All four 
were nuclear physicists of the first rank; all four had held 
positions of great importance in the atomic project from its 
inception. At a meeting with the Interim Committee and the 
Scientific Panel on May 31, 1945, I urged all those present 
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to feel free to express themselves on any phase of the subject, 
scientific or political. Both General Marshall and I at this 
meeting expressed the view that atomic energy could not be 
considered simply in terms of military weapons but must 
also be considered in terms of a new relationship of man to 
the universe. 

On June 1, after its discussions with the Scientific Panel, 
the Interim Committee unanimously adopted the following 
recommendations: 

(1) The bomb should be used against Japan as soon as 
possible. 

(2) It should be used on a dual target—that is, a military 
installation or war plant surrounded by or adjacent to houses 
and other buildings most susceptible to damage, and 

(3) It should be used without prior warning [of the 
nature of the weapon]. One member of the committee, Mr. 
Bard, later changed his view and dissented from recom- 
mendation (3). 

In reaching these conclusions, the Interim Committee care- 
fully considered such alternatives as a detailed advance 
warning or a demonstration in some uninhabited area. Both 
of these suggestions were discarded as impractical. They 
were not regarded as likely to be effective in compelling a 
surrender of Japan, and both of them involved serious risks. 
Even the New Mexico test, would not give final proof that 
any given bomb was certain to explode when dropped from 
an airplane. Quite apart from the generally unfamiliar nature 
of atomic explosives, there was the whole problem of ex- 
ploding a bomb at a predetermined height in the air by a 
complicated mechanism which could not be, tested in the 
static test of New Mexico. Nothing would have been more 
damaging to our effort to obtain surrender than a warning 
or a demonstration followed by a dud—and this was a real 
possibility. Furthermore, we had no bombs to waste. It was 
vital that a sufficient effect be quickly obtained with the 
few we had. 

The Interim Committee and the Scientific Panel also served 
as a channel through which suggestions from other scientists 
working on the atomic project were forwarded to me and to 
the President. Among the suggestions thus forwarded was 
one memorandum which ‘questioned using the bomb at all 
against the enemy. On June 16, 1945, after consideration 
of that memorandum, the Scientific Panel made a report, 
from which I quote the following paragraphs: 

“The opinions of our scientific colleagues on the initial 
use of these weapons are not unanimous: they range from 
the proposal of a purely technical demonstration to that 
of the military application best designed to induce sur- 
render. Those who advocate a purely technical demon- 
stration would wish to outlaw the use of atomic weapons, 
and have feared that if we use the weapons now our 
position in future negotiations will be prejudiced. Others 
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emphasize the opportunity of saving American lives by 
immediate military use, and believe that such use will 
improve the international prospects, in that they are more 
concerned with the prevention of war than with the 
elimination of this special weapon. We find ourselves 
closer to these latter views; we can propose no technical 
demonstration likely to bring an end to the war; we see 
no acceptable alternative to direct military use. (Italics 
mine ) 

“With regard to these general aspects of the use of 
atomic energy, it is clear that we, as scientific men, have 
no proprietary rights. It is true that we are among the 
few citizens who have had occasion to give thoughtful 
consideration to these problems during the past few 
years. We have, however, no claim to special competence 
in solving the political, social, and military problems 
which are presented by the advent of atomic power.” 
The foregoing discussion presents the reasoning of the 

Interim Committee and its advisers. I have discussed the 
work of these gentlemen at length in order to make it clear 
that we sought the best advice that we could find. The Com- 
mittee’s function was, of course, entirely advisory. The ulti- 
mate responsibility for the recommendation to the President 
rested upon me, and I have no desire to veil it. The conclu- 
sions of the Committee were similar to my own, although I 
reached mine independently. I felt that to extract a genuine 
surrender from the Emperor and his military advisers, they 
must be administered a tremendous shock which would carry 
convincing proof of our power to destroy the Empire. Such 
an effective shock would save many times the number of 
lives, both American and Japanese, that it would cost. 

The facts upon which my reasoning was based and steps 
taken to carry it out now follow. 

e principal political, social, and military objective of the 
United States in the summer of 1945 was the prompt and 
complete surrender of Japan. Only the complete destruction 
of her military power could open the way to lasting peace. 

Japan, in July 1945, had been seriously weakened by our 
increasingly violent attacks. It was known to us that she had 
gone so far as to make tentative proposals to the Soviet 
Government, hoping to use the Russians as mediators in a 
negotiated peace. These vague proposals contemplated the 
retention by Japan of important conquered areas and were 
therefore not considered seriously. There was as yet no indi- 
cation of any weakening in the Japanese determination to 
fight rather than accept unconditional surrender. If she should 
persist in her fight to the end, she had still a great military 
force. 

In the middle of July 1945, the intelligence section of the 
War Department General Staff estimated Japanese military 
strength as follows: In the home islands, slightly under 
2,000,000; in Korea, Manchuria, China proper, and Formosa, 
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slightly over 2,000,000; in French Indochina, Thailand, and 
Burma, over 200,000; in the East Indies area, including the 
Philippines, over 500,000; in the by-passed Pacific islands, 
over 100,000. The total strength of the Japanese Army was 
estimated at about 5,000,000 men. These estimates later 
proved to be in very close agreement with official Japanese 
figures. 

The Japanese Army was in much better condition than the 
Japanese Navy and Air Force. The Navy had practically 
ceased to exist except as a harrying force against an invasion 
fleet. The Air Force had been reduced mainly to reliance 
upon Kamikaze, or suicide, attacks. These latter, however, 
had already inflicted serious damage on our seagoing forces, 
and their possible effectiveness in a last-ditch fight was a 
matter of real concern to our naval leaders. 

As we understood it in July, there was a very strong pos- 
sibility that the Japanese Government might determine upon 
resistance to the end, in all the areas of the Far East under 
its control. In such an event the Allies would be faced with 
the enormous task of destroying an armed force of 5,000,000 
men and 5,000 suicide aircraft, belonging to a race which 
had already amply demonstrated its ability to fight literally 
to the death. 

The strategic plans of our armed forces for the defeat of 
Japan, as they stood in July, had been prepared without 
reliance upon the atomic bomb, which had not yet been 
tested in New Mexico. We were planning an intensified sea 
and air blockade, and greatly intensified strategic air bomb- 
ing, through the summer and early fall, to be followed on 
November 1 by an invasion of the southern island of Kyushu. 
This would be followed in tum by an invasion of the main 
island of Honshu in the spring of 1946. The total U. S. mili- 
tary and naval force involved in this grand design was of 
the order of 5,000,000 men; if all those indirectly concerned 
are included, it was larger still. 

We estimated that if we should be forced to carry this 
plan to its conclusion, the major fighting would not end until 
the latter part of 1946, at the earliest. I was informed that 
such operations might be expected to cost over a million 
casualties, to American forces alone. Additional large losses 
might be expected among our Allies, and, of course, if our 
campaign were successful and if we could judge by previous 
experience. enemy casualties would be much larger than 
our own. 

It was already clear in July that even before the invasion 
we should be able to inflict enormously severe damage on the 
Japanese homeland by the combined application of “con- 
ventional” sea and air power. The critical question was 
whether this kind of action would induce surrender. It there- 
fore became necessary to consider very carefully the probable 
state of mind of the enemy, and to assess with accuracy the 
line of conduct which might end his will to resist. 

With these considerations in mind, I wrote a memorandum 
for the President, on July 2, which I believe fairly represents 
the thinking of the American Government as it finally took 
shape in‘action. This memorandum was prepared after dis- 
cussion and general agreement with Joseph C. Grew, Acting 
Secretary of State, and Secretary of the Navy Forrestal, and 
when I discussed it with the President, he expressed his 
general approval. 

July 2, 1945. 


“Memorandum for the President. 
PROPOSED PROGRAM FOR JAPAN 


“(1) The plans of operation up to and including the 
first landing have been authorized and the preparations 
for the operation are now actually going on. This situa- 
tion was accepted by all members of your conference on 
Monday, June 18. 

“(2) There is reason to believe that the operation for 
the occupation of Japan following the landing may be a 
very long, costly, and arduous struggle on our part. The 
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terrain, much of which I have visited several times, has 
left the impression on my memory of being one which 
would be susceptible to a last-ditch defense such as has 
been made on Iwo Jima and Okinawa and which of 
course is very much larger than either of those two areas. 
According to my recollection it will be much more un- 
favorable with regard to tank maneuvering than either 
the Philippines or Germany. 

“(3) If we once land on one of the main islands and 
begin a forceful occupation of Japan, we shall probably 
have cast the die of last-ditch resistance. The Japanese 
are highly patriotic and certainly susceptible to calls for 
fanatical resistance to repel an invasion. Once started in 
actual invasion, we shall in my opinion have to go 
through with an even more bitter finish fight than in Ger- 
many. We shall incur the losses incident to such a war 
and we shall have to leave the Japanese islands even 
more thoroughly destroyed than was the case with Ger- 
many. This would be due both to the difference in the 
Japanese and German personal character and the differ- 
ences in the size and character of the terrain through 
which the operations will take place. 

“(4) A question then comes: Is there any alternative 
to such a forceful occupation of Japan which will secure 
for us the equivalent of an unconditional surrender of her 
forces and a permanent destruction of her power again to 
strike an aggressive blow at the ‘peace of the Pacific’? I 
am inclined to think that there is enough such chance to 
make it well worthwhile our giving them a warning of 
what is to come and a definite opportunity to capitulate. 
As above suggested, it should be tried before the actual 
forceful occupation of the homeland islands is begun and 
furthermore the warning should be, given in ample time 
to permit a national reaction to set in. 

“We have the following enormously favorable factors 
on our side—factors much weightier than those we had 
against Germany: 

“Japan has no allies. 

“Her Navy is nearly. destroyed and she is vulnerable 
to a surface and underwater blockade which can deprive 
her of sufficient food and supplies for her population. 

“She is terribly vulnerable to our concentrated air 
attack upon her crowded cities, industrial and food re- 
sources. 

“She has against her nos only the Anglo-American 
forces but the rising forces of China and the ominous 
threat of Russia. 

“We have inexhaustible and untouched industrial re- 
sources to bring to bear against her diminishing po- 
tential. 

“We have great moral superiority through being the 
victim of her first sneak attack. 

“The problem is to translate these advantages into 
prompt and economical achievement of our objectives. 
I believe Japan is susceptible to reason in such a crisis 
to a much greater extent than is indicated by our cur- 
rent press and other current comment. Japan is not a 
nation composed wholly of mad fanatics of an entirely 
different mentality from ours. On the contrary, she has 
within the past century shown herself to possess ex- 
tremely intelligent people, capable in an unprecedentedly 
short time of adopting not only the complicated tech- 
nique of Occidental civilization but fo a substantial ex- 
tent their culture and their political and social ideas. 
Her advance in all these respects during the short period 
of 60 or 70 years has been one of the most astounding 
feats of national progress in history—a leap from the 
isolated feudalism of centuries into the position of one 
of the six or seven great powers of the world. She has not 
only built up powerful armies and navies. She has main- 
tained an honest and effective national finance and re- 
spected position in many of the sciences in which we 


pride ourselves. Prior to the forcible seizure of power 
over her government by the fanatical military group in 
1931, she had for 10 years lived a reasonably responsible 
and respectable international life. 

“My own opinion is in her favor on the two points in- 
volved in this question: 

“(a) I think the Japanese nation has the mental in- 
telligence and versatile capacity in such a crisis to recog- 
nize the folly of a fight to the finish and to accept the 
proffer of what will amount to an unconditional sur- 
render; and 

“(b) 1 think she has within her population enough 
liberal leaders (although now submerged by the terror- 
ists) to be depended upon for her reconstruction as a 
responsible member of the family of nations. I think she 
is better in this last respect than Germany was. Her 
liberals yielded only at the point of the pistol and, so 
far as I am aware, their liberal attitude has not been 
personally subverted in the way which was so general 
in Germany. 

“On the other hand, I think that the attempt to ex- 
terminate her armies and her population by gunfire or 
other means will tend to produce a fusion of race 
solidity and antipathy which has no analogy in the case 
of Germany. We have a national interest in creating, if 
possible, a condition wherein the Japanese nation may 
live as a peaceful and useful member of the future 
Pacific community. 

“(5) It is therefore my conclusion that a carefully 
timed warning be given to Japan by the chief repre- 
sentatives of the United States, Great Britain, China, and, 
if then a belligerent, Russia by calling upon Japan to 
surrender and permit the occupation of her country in 
order to insure its complete demilitarization for the sake 
of the future peace. 

“This warning should contain the following elements: 

“The varied and overwhelming character of the force 
we are about to bring to bear on the islands. 

“The inevitability and completeness of the destruction 
which the full application of this force will entail. 

“The determination of the Allies to destroy perma- 
nently all authority and influence of those who have 
deceived and misled the country into embarking on 
world conquest. , 

“The determination of the Allies to limit Japanese 
sovereignty to her main islands and to render them 
powerless to mount and support another war. 

“The disavowal of any attempt to extirpate the Japa- 
nese as a race or to destroy them as a nation. 

“A statement of our readiness, once her economy is 
purged of its militaristic influence, to permit the Japa- 
nese to maintain such industries, particularly of a light 
consumer character, as offer no threat of aggression 
against their neighbors, but which can produce a sus- 
taining economy, and provide a reasonable standard of 
living. The statement should indicate our willingness, for 
this purpose, to give Japan trade access to external raw 
materials, but no longer any control over the sources of 
supply outside her main islands. It should also indicate 
our willingness, in accordance with our now established 
foreign trade policy, in due course to enter into mutually 
advantageous trade relations with her. 

“The withdrawal from their country as soon as the 
above objectives of the Allies are 4ccomplished, and as 
soon as there has been established a peacefully inclined 
government, of a character representative of the masses 
of the Japanese people. I personally think that if in 
saying this we should add that we do not exclude a con- 
stitutional monarchy under her present dynasty, it would 
substantially add to the chances of acceptance. 

“(6) Success of course will depend on the potency of 
the warning which we give her. She has an extremely 


sensitive national pride and, as we are now seeing every 
day, when actually locked with the enemy will fight to 
the very death. For that reason the warning must be 
tendered before the actual invasion has occurred and 
while the impending destruction, though clear beyond 
peradventure, has not yet reduced her to financial de- 
spair. If Russia is a part of the threat, the Russian attack, 

if actual, must not have progressed too far. Our own 

bombing should be confined to military objectives as 

far as possible.” 

It is important to emphasize the double character of the 
suggested warning. It was designed to promise destruction 
if Japan resisted, and hope, if she surrendered. 

It will be noted that the atomic bomb is not mentioned in 
this memorandum. On grounds of secrecy the bomb was 
never mentioned except when absolutely necessary, and 
furthermore, it had not yet been tested. It was of course well 
forward in our minds, as the memorandum was written and 
discussed, that the bomb would be the best possible sanction 
if our warning were rejected. 

The adoption of the policy outlined in the memorandum 
of July 2 was a decision of high politics; once it was accepted 
by the President, the position of the atomic bomb in our 
planning became quite clear. I find that I stated in my diary, 
as early as June 19, that “the last chance warning . . . must 
be given before an actual landing of the ground forces in 
Japan, and fortunately the plans provide for enough time 
to bring in the sanctions to our warning in the shape of 
heavy ordinary bombing attack and an attack of S-1.” S-l 
was a code name for the atomic bomb. 

There was much discussion in Washington about the tim- 
ing of the warning to Japan. The controlling factor in the 
end was the date already set for the Potsdam meeting of the 
Big Three. It was President Truman’s decision that such 
a warning should be solemnly issued by the U.S. and the 
U. K. from this meeting, with the concurrence of the head of 
the Chinese Government, so that it would be plain that all 
of Japan's principal enemies were in entire unity. This was 
done, in the Potsdam ultimatum of July 26, which very 
closely followed the above memorandum of July 2, with the 
exception that it made no mention of the Japanese Em- 
peror. 

On July 28, the Premier of Japan, Suzuki, rejected the 
Potsdam ultimatum by announcing that it was “unworthy of 
public notice.” In the face of this rejection we could only 
proceed to demonstrate that the ultimatum had meant exactly 


‘what it said when it stated that if the Japanese continued the 


war, “the full application of our military power, backed by 
our resolve, will mean the inevitable and complete destruc- 
tion of the Japanese armed forces and just as inevitably the 
utter devastation of the Japanese homeland.” 

For such a purpose the atomic bomb was an eminently 
suitable weapon. 

The New Mexico test occurred while we were at Potsdam, 
on July 16. It was immediately clear that the power of the 
bomb measured up to our highest estimates. We had de- 
veloped a weapon of such a revolutionary character that its 
use against the enemy might well be expected to produce 
exactly the kind of shock on the Japanese ruling oligarchy 
which we desired, strengthening the position of those who 
wished peace, and weakening that of the military party. 

Because of the importance of the atomic mission against 
Japan, the detailed plans were brought to me by the military 
staff for approval. With President Truman’s warm support, 
I struck off the list of suggested targets the city of Kyoto. 
Although it was a target of considerable military importance, 
it had been the ancient capital of Japan and was a shrine 
of Japanese art and culture. We determined that it should be 
spared. I approved four other targets including the cities 
of Hiroshima and Nagasaki. 

Hiroshima was bombed on August 6, and Nagasaki on 
August 9. These two cities were active working parts of the 
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Japanese war effort. One was an Army center; the other was 
naval and industrial. Hiroshima was the headquarters of the 
Japanese Army defending Southern Japan and was a major 
military storage and assembly point. Nagasaki was a major 
seaport and it contained several large industrial plants of 
great wartime importance. We believed that our attacks had 
struck cities which must certainly be important to the Japa- 
nese military leaders, both Army and Navy, and we waited 
for a result. We waited one day. 

Many accounts have been written about the Japanese 
surrender. After a prolonged Japanese Cabinet session in 
which the deadlock was broken by the Emperor himself, the 
offer to surrender was made on August 10. It was based 
on the Potsdam terms, with a reservation concerning the 
sovereignty of the Emperor. While the Allied reply made no 
promises other than those already given, it implicitly recog- 
nized the Emperor's position by prescribing that his power 
must be subject to the orders of the Allied Supreme Com- 
mander. These terms were accepted on August 14 by the 
Japanese, and the instrument of surrender was formally 
signed on September 2, in Tokyo Bay. Our great objective 
was thus achieved, and all the evidence I have seen indi- 
cates that the controlling factor in the final Japanese deci- 
sion to accept our terms of surrender was the atomic bomb. 
(Report of United States Strategic Bombing Survey, “Japan’s 
Struggle to End the War;” “If the Atomic Bomb Had Not 
Been Used,” by K. T. Compton, Atlantic Monthly, December 
1946; unpublished material of historical division, War De- 
partment Special Staff, June 1946.) 

The two atomic bombs which we had dropped were the 
only ones we had ready, and our rate of production at the 
time was very small. Had the war continued until the 
projected invasion on November 1, additional fire raids of 
B-29s would have been more destructive of life and property 
than the very limited number of atomic raids which we 
could have executed in the same period. But the atomic bomb 
was more than a weapon of terrible destruction; it was a 
psychological weapon. In March 1945, our Air Force had 
launched its first great incendiary raid on the Tokyo area. 
In this raid, more damage was done and more casualties were 
inflicted than was the case at Hiroshima. Hundreds of bomb- 
ers took part and hundreds .of tons of incendiaries were 
dropped. Similar successive raids burned out a great part 
of the urban area of Japan, but the Japanese fought on. On 
August 6, one B-29 dropped a single atomic bomb on Hiro- 
shima. Three days later a second bomb was dropped on 
Nagasaki and the war was over. So far as the Japanese could 
know, our ability to execute atomic attacks, if necessary by 
many planes at a time, was unlimited. As Dr. Karl Compton 
has said, “It was not one atomic bomb, or two, which brought 
surrender; it was the experience of what an atomic bomb 
will actually do to a community, plus the dread of many more, 
that was effective.” 

The bomb thus served exactly the purpose we intended. 
The peace party was able to take the path of surrender, and 
the whole weight of the Emperor's prestige was exerted in 
favor of peace. When the Emperor ordered surrender, and 
the small but dangerous group of fanatics who opposed him 
were brought under control, the Japanese became so subdued 
that the great undertaking of occupation and disarmament 
was completed with unprecedented ease. 

In the foregoing pages, I have tried to give an accurate 
account of my own personal observations of the circumstances 
which led up to the use of the atomic bomb and the reasons 
which underlay our use of it. To me they have always seemed 
compelling and clear, and I cannot see how any person 
vested with such responsibilities as mine could have taken 
any other course or given any other advice to his chiefs. 

Tivo great nations were approaching contact in a fight to 
a finish which would begin on Nov. 1, 1945. Our enemy, 
Japan, commanded forces of somewhat over 5,000,00C armed 
men. Men of these armies had already inflicted upon us, in 
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our breakthrough of the outer perimeter of their defenses, 
over 300,000 battle casualties. Enemy armies still unbeaten 
had the strength to cost us a million more. As long as the 
Japanese Government refused to surrender, we should be 
forced to take and hold the ground, and smash the Japanese 
ground armies, by close-in fighting of the same desperate and 
costly kind that we had faced in the Pacific islands for nearly 
four years. , 

In the light of the formidable problem which thus con- 
fronted us, I felt that every possible step should be taken to 
compel a surrender of the homelands, and a withdrawal of 
all Japanese troops from the Asiatic mainland and from 
other positions, before we had commenced an invasion. We 
held two cards to assist us in such an effort. One was the 
traditional veneration in which the Japanese Emperor was 
held by his subjects and the power which was thus vested in 
him over his loyal troops. It was for this reason that I sug- 
gested in my memorandum of July 2 that his dynasty should 
be continued. The second card was the use of the atomic 
bomb in the manner best calculated to persuade that Emperor 
and the counselors about him to submit to our demand for 
what was essentially unconditional surrender, placing his im- 
mense power over his people and his troops subject to our 
orders. 

In order to end the war in the shortest possible time and 
to avoid the enormous losses of human life which otherwise 
confronted us, I felt that we must use the Emperor as our 
instrument to command and compel his people to cease 
fighting and subject themselves to our authority through him, 
and that to accomplish this we must give him and his con- 
trolling advisers a compelling reason to accede to our de- 
mands. This reason furthermore must be of such a nature 
that his people could understand his decision. The bomb 
seemed to me to furnish a unique instrument for that pur- 
pose. 

My chief purpose was to end the war in victory with the 
least possible cost in the lives of the men in the armies which 
I had helped to raise. In the light of the alternatives 
which, on a fair estimate, were open to us I believe that 
no man, in our position and subject to our responsibilities, 
holding in his hands a weapon of such possibilities for 
accomplishing this purpose and saving those lives, could have 
failed to use it and afterwards looked his countrymen in 
the face. 

As I read over what I have written, I am aware that much 
of it, in this year of peace, may have a harsh and unfeeling 
sound. It would perhaps be possible to say the same things 

them more gently. But I do not think it would be 
wise. As I look back over the five years of my service as 
Secretary of War, I see too many stern and heartrending de- 
cisions to be willing to pretend that war is anything else than 
what it is. The face of war is the face of death; death is 
an inevitable part of every order that a wartime leader gives. 
The decision to use the atomic bomb was a decision that 
brought death to over a hundred thousand Japanese. No 
explanation can change that fact and I do not wish to gloss 
it over. But this deliberate, premeditated destruction was our 
least abhorrent choice. The destruction of Hiroshima and 
Nagasaki put an end to the Japanese war. It stopped the fire 
raids, and the strangling blockade; it ended the ghastly 
specter of a clash of great land armies. 

In this last great action of the Second World War, we 
were given final proof that war is death. War in the 20th 
century has grown steadily more barbarous, more destructive, 
more debased in all its aspects. Now, with the release of 
atomic energy, man’s ability to destroy himself is very nearly 
complete. The bombs dropped on Hiroshima and Nagasaki 
ended a war. They also made it wholly clear that we must 
never have another war. This is the lesson men and leaders 
everywhere must learn, and I believe that when they learn 


it they will find a way to lasting peace. There is no other 
choice. ; 
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-Tokyo’s famous geisha girls fading away 


as consequence of Yankee Shogun’s orders 


TOKYO 

HE YANKEE SHOGUN and war-imposed 

democracy are threatening the ex- 

tinction of one of Japan's most famous 

institutions—geisha entertainment and the 
painted geisha girls. 

General of the Army Douglas Mac- 
Arthur has issued a directive outlawing 
contracts that in the past had enabled un- 
scrupulous employers to keep these girls 
(the equivalent of night club and private 
party entertainers) in bondage for years. 
Unless the industry itself is willing to 
revise the contracts and discard some of 
its ancient and “undemocratic” traditions 
geisha entertainment will vanish. 

The emancipation directive came as a 
blessing to thousands of girls who had 
been sold by impoverished parents. But 
to many an aspiring geisha, it spelled the 
end of a career, and it marked the extinc- 
tion of an entertainment industry that had 
flourished in Japan for generations. 

Many Japanese girls have dreamed of 
becoming geishas, for it is an honored 
and respected profession that requires 
years of the most arduous training. The 
Japanese regard a successful entertainer 
much the same as Americans regard 
movie stars or night club stars. In prewar 
Japan, a popular geisha girl not only en- 
tertained statesmen, business executives 
and military officers, but shared their 
secrets of government and business. 

A prospective geisha begins her train- 
ing at 13 or 14 under the wing of a re- 
tired geisha known as “Mama-san,” and 
spends three or four years of training in 
dancing, singing, playing the samisen, 
flower arrangement and the punctilious 
tea ceremony. 

A student specializes in the art of 
conversation—what to say, when to say 


it and when to say nothing—and in the | 


rigid etiquette and countless tricks of 
the trade’ which makes the geisha (to a 
Japanese) a delightful, witty and en- 
tertaining companion. 

Before the Allied occupation, such a 
girl was housed and fed by her employer, 
who also financed the cost of special in- 
structors and outfitted her with the lavish 
wardrobe required. Kimonos and clothing 
alone cost $1,000, a high price in a land 
of low pay. 

That’s where General MacArthur's di- 
rective is playing havoc with the geisha 


industry. In the past, the girl, or her 
parents, signed a contract that required 
her to repay her employer for everything 
once she became a money-making geisha, 
plus 20 to 30 per cent of her earnings as 
commission for bookings. 

Until her debts were paid off, the 
girl was held in virtual bondage. Many 
continued to work for their employers 
as long as they remained acceptable en- 
tertainers, or until some wealthy Japanese 
bought their freedom. A goodly number 
acquired husbands, or rather were ac- 
quired as wives. 

Now such contracts are illegal. Geisha- 
house proprietors no longer will finance a 
girl’s training and wardrobe without the 
repayment-plus contract. So, most of the 
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girls in training are quitting the business. 
There are few recruits and members of 
the present crop won't last long because 
their professional life is over by the time 
they reach the age of 25. 

Actually, the geisha business has been 
having a hard time since Pearl Harbor. 
Most of the geisha establishments closed 
when-the military authorities clamped 
down on lavish entertainment. Then the 
B-29 raids literally wiped out the indus- 
try, which was concentrated in the Shim- 
bashi, Akasaka, Yoshicho and Yanagi- 
bashi districts in Tokyo. Of the 10,000 
geishas in Tokyo before the war, only 
1,000 remain—and they are fading away. 

The Shimbashi Geisha Association re- 
cently warned all its members that “frat- 
ernization” with the Americans was strict- 
ly taboo. They may entertain the “visi- 
tors,” as all Americans are called, in the 
dining rooms, but no dates are allowed. 

Even so, the relatively few geishas 
left are reaping a harvest in this period 
of occupation prosperity and postwar in- 
flation. There are still plenty of tired 
businessmen and Government officials 
willing to pay stiff prices to listen to the 
chatter and songs of their favorite en- 
tertainers. And there are Americans will- 
ing to pay even stiffer prices to satisfy 
their curiosity. 

A popular geisha today earns no less 
than 5,000 yen a month, but it costs a 
great deal more to live in Japan nowa- 
days. The beautiful kimonos these girls 
wear are available only in the black 
market where prices begin at 3,000 yen. 
The fabulous wigs, which are a necessity, 
and the cosmetics, with which they coat 
their faces like masks, are also rare items 
on the black market. 

The geishas are cashing in on “demo- 
cratic prosperity’ now, but their days 
seem to be numbered. If General Mac- 
Arthur's directive ends the geishas’ reign, 
Japanese wives, who also have been off- 
cially emancipated, may have to take over 
the geisha’s traditional job of entertaining 
weary husbands. J. F. 


Romans scrimp to make a precarious living, 


but they can joke about the ‘good old days’ 


ROME 

LTHOUGH STORES are full and restau- 
A rants are crowded, these are difficult 
days for the Romans. Only speculators, 
black market operators and war profiteers 
can afford to live as they did before the 


war. The average Roman’s wage does 
not permit him to buy the wares so at- 
tractively displayed in shop windows and 
only barely suffices to keep himself and 
his family alive. 

The people grumble a lot, but they 
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Japanese war eftort. One was an Army center; the other was 
naval and industrial. Hiroshima was the headquarters of the 
Japanese Army defending Southern Japan and was a major 
military storage and assembly point. Nagasaki was a major 
seaport and it contained several large industrial plants of 
great wartime importance. We believed that our attacks had 
struck cities which must certainly be important to the Japa- 
nese military leaders, both Army and Navy, and we waited 
for a result. We waited one day. 

Many accounts have been written about the Japanese 
surrender. After a prolonged Japanese Cabinet session in 
which the deadlock was broken by the Emperor himself, the 
offer to surrender was made on August 10. It was based 
on the Potsdam terms, with a reservation concerning the 
sovereignty of the Emperor. While the Allied reply made no 
promises other than those already given, it implicitly recog- 
nized the Emperor's position by prescribing that his power 
must be subject to the orders of the Allied Supreme Com- 
mander. These terms were accepted on August 14 by the 
Japanese, and the instrument of surrender was formally 
signed on September 2, in Tokyo Bay. Our great objective 
was thus achieved, and all the evidence I have seen indi- 
cates that the controlling factor in the final Japanese deci- 
sion to accept our terms of surrender was the atomic bomb. 
(Report of United States Strategic Bombing Survey, “Japan’s 
Struggle to End the War;” “If the Atomic Bomb Had Not 
Been Used,” by K. T. Compton, Atlantic Monthly, December 
1946; unpublished material of historical division, War De- 
partment Special Staff, June 1946.) 

The two atomic bombs which we had dropped were the 
only ones we had ready, and our rate of production at the 
time was very small. Had the war continued until the 
projected invasion on November 1, additional fire raids of 
B-29s would have been more destructive of life and property 
than the very limited number of atomic raids which we 
could have executed in the same period. But the atomic bomb 
was more than a weapon of terrible destruction; it was a 
psychological weapon. In March 1945, our Air Force had 
launched its first great incendiary raid on the Tokyo area. 
In this raid, more damage was done and more casualties were 
inflicted than was the case at Hiroshima. Hundreds of bomb- 
ers took part and hundreds .of tons of incendiaries were 
dropped. Similar successive raids burned out a great part 
of the urban area of Japan, but the Japanese fought on. On 
August 6, one B-29 dropped a single atomic bomb on Hiro- 
shima. Three days later a second bomb was dropped on 
Nagasaki and the war was over. So far as the Japanese could 
know, our ability to execute atomic attacks, if necessary by 
many planes at a time, was unlimited. As Dr. Karl Compton 
has said, “It was not one atomic bomb, or two, which brought 
surrender; it was the experience of what an atomic bomb 
will actually do to a community, plus the dread of many more, 
that was effective.” 

The bomb thus served exactly the purpose we intended. 
The peace party was able to take the path of surrender, and 
the whole weight of the Emperor's prestige was exerted in 
favor of peace. When the Emperor ordered surrender, and 
the small but dangerous group of fanatics who opposed him 
were brought under control, the Japanese became so subdued 
that the great undertaking of occupation and disarmament 
was completed with unprecedented ease. 

In the foregoing pages, I have tried to give an accurate 
account of my own personal observations of the circumstances 
which led up to the use of the atomic bomb and the reasons 
which underlay our use of it. To me they have always seemed 
compelling and clear, and I cannot see how any person 
vested with such responsibilities as mine could have taken 
any other course or given any other advice to his chiefs. 

Tivo great nations were approaching contact in a fight to 
a finish which would begin on Nov. 1, 1945. Our enemy, 
Japan, commanded forces of somewhat over 5,000,00C armed 
men. Men of these armies had already inflicted upon us, in 
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our breakthrough of the outer perimeter of their defenses, 
over 300,000 battle casualties. Enemy armies still unbeaten 
had the strength to cost us a million more. As long as the 
Japanese Government refused to surrender, we should be 
forced to take and hold the ground, and smash the Japanese 
ground armies, by close-in fighting of the same desperate and 
costly kind that we had faced in the Pacific islands for nearly 
four years. 

In the light of the formidable problem which thus con- 
fronted us, I felt that every possible step should be taken to 
compel a surrender of the homelands, and a withdrawal of 
all Japanese troops from the Asiatic mainland and from 
other positions, before we had commenced an invasion. We 
held two cards to assist us in such an effort. One was the 
traditional veneration in which the Japanese Emperor was 
held by his subjects and the power which was thus vested in 
him over his loyal troops. It was for this reason that I sug- 
gested in my memorandum of July 2 that his dynasty should 
be continued. The second card was the use of the atomic 
bomb in the manner best calculated to persuade that Emperor 
and the counselors about him to submit to our demand for 
what was essentially unconditional surrender, placing his im- 
mense power over his people and his troops subject to our 
orders. , 

In order to end the war in the shortest possible time and 
to avoid the enormous losses of human life which otherwise 
confronted us, I felt that we must use the Emperor as our 
instrument to command and compel his people to cease 
fighting and subject themselves to our authority through him, 
and that to accomplish this we must give him and his con- 
trolling advisers a compelling reason to accede to our de- 
mands. This reason furthermore must be of such a nature 
that his people could understand his decision. The bomb 
seemed to me to furnish a unique instrument for that pur- 
pose. 

My chief purpose was to end the war in victory with the 
least possible cost in the lives of the men in the armies which 
I had helped to raise. In the light of the alternatives 
which, on a fair estimate, were open to us I believe that 
no man, in our position and subject to our responsibilities, 
holding in his hands a weapon of such possibilities for 
accomplishing this purpose and saving those lives, could have 
failed to use it and afterwards looked his countrymen in 
the face. 

As I read over what I have written, I am aware that much 
of it, in this year of peace, may have a harsh and unfeeling 
sound. It would perhaps be possible to say the same things 

them more gently. But I do not think it would be 
wise. As I look back over the five years of my service as 
Secretary of War, I see too many stern and heartrending de- 
cisions to be willing to pretend that war is anything else than 
what it is. The face of war is the face of death; death is 
an inevitable part of every order that a wartime leader gives. 
The decision to use the atomic bomb was a decision that 
brought death to over a hundred thousand Japanese. No 
explanation can change that fact and I do not wish to gloss 
it over. But this deliberate, premeditated destruction was our 
least abhorrent choice. The destruction of Hiroshima and 
Nagasaki put an end to the Japanese war. It stopped the fire 
raids, and the strangling blockade; it ended the ghastly 
specter of a clash of great land armies. 

In this last great action of the Second World War, we 
were given final proof that war is death. War in the 20th 
century has grown steadily more barbarous, more destructive, 
more debased in all its aspects. Now, with the release of 
atomic energy, man’s ability to destroy himself is very nearly 
complete. The bombs dropped on Hiroshima and Nagasaki 
ended a war. They also made it wholly clear that we must 
never have another war. This is the lesson men and leaders 
everywhere must learn, and I believe that when they learn 


it they will find a way to lasting peace. There is no other 
choice. . 





-Tokyo’s famous geisha girls fading away 


as consequence of Yankee Shogun’s orders 


TOKYO 

4 tes YANKEE SHOGUN and war-imposed 

democracy are threatening the ex- 

tinction of one of Japan's most famous 

institutions—geisha entertainment and the 
painted geisha girls. 

General of the Army Douglas Mac- 
Arthur has issued a directive outlawing 
contracts that in the past had enabled un- 
scrupulous employers to keep these girls 
(the equivalent of night club and private 
party entertainers) in bondage for years. 
Unless the industry itself is willing to 
revise the contracts and discard some of 
its ancient and “undemocratic” traditions 
geisha entertainment will vanish. 

The emancipation directive came as a 
blessing to thousands of girls who had 
been sold by impoverished parents. But 
to many an aspiring geisha, it spelled the 
end of a career, and it marked the extinc- 
tion of an entertainment industry that had 
flourished in Japan for generations. 

Many Japanese girls have dreamed of 
becoming geishas, for it is an honored 
and respected profession that requires 
years of the most arduous training. The 
Japanese regard a successful entertainer 
much the same as Americans regard 
movie stars or night club stars. In prewar 
Japan, a popular geisha girl not only en- 
tertained statesmen, business executives 
and military: officers, but shared their 
secrets of government and business. 

A prospective geisha begins her train- 
ing at 13 or 14 under the wing of a re- 
tired geisha known as “Mama-san,” and 
spends three or four years of training in 
dancing, singing, playing the samisen, 
flower arrangement and the punctilious 
tea ceremony. 

A student specializes in the art of 
conversation—what to say, when to say 
it and when to say nothing—and in the 
rigid etiquette and countless tricks of 
the trade’ which makes the geisha (to a 
Japanese) a delightful, witty and en- 
tertaining companion. 

Before the Allied occupation, such a 
girl was housed and fed by her employer, 
who also financed the cost of special in- 
structors and outfitted her with the lavish 
wardrobe required. Kimonos and clothing 
alone cost $1,000, a high price in a land 
of low pay. 

That’s where General MacArthur's di- 
rective is playing havoc with the geisha 


industry. In the past, the girl, or her 
parents, signed a contract that required 
her to repay her employer for everything 
once she became a money-making geisha, 
plus 20 to 30 per cent of her earnings as 
commission for bookings. 

Until her debts were paid off, the 
girl was held in virtual bondage. Many 
continued to work for their employers 
as long as they remained acceptable en- 
tertainers, or until some wealthy Japanese 
bought their freedom. A goodly number 
acquired husbands, or rather were ac- 
quired as wives. 

Now such contracts are illegal. Geisha- 
house proprietors no longer will finance a 
girl's training and wardrobe without the 
repayment-plus contract. So, most of the 
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girls in training are quitting the business. 
There are few recruits and members of 
the present crop won't last long because 
their professional life is over by the time 
they reach the age of 25. 

Actually, the geisha business has been 
having a hard time since Pearl Harbor. 
Most of the geisha establishments closed 
when.-.the military authorities clamped 
down on lavish entertainment. Then the 
B-29 raids literally wiped out the indus- 
try, which was concentrated in the Shim- 
bashi, Akasaka, Yoshicho and Yanagi- 
bashi districts in Tokyo. Of the 10,000 
geishas in Tokyo before the war, only 
1,000 remain—and they are fading away. 

The Shimbashi Geisha Association re- 
cently warned all its members that “frat- 
ernization” with the Americans was strict- 
ly taboo. They may entertain the “visi- 
tors,” as all Americans are called, in the 
dining rooms, but no dates are allowed. 

Even so, the relatively few geishas 
left are reaping a harvest in this period 
of occupation prosperity and postwar in- 
flation. There are still plenty of tired 
businessmen and Government officials 
willing to pay stiff prices to listen to the 
chatter and songs of their favorite en- 
tertainers. And there are Americans will- 
ing to pay even stiffer prices to satisfy 
their curiosity. 

A popular geisha today earns no less 
than 5,000 yen a month, but it costs a 
great deal more to live in Japan nowa- 
days. The beautiful kimonos these girls 
wear are available only in the black 
market where prices begin at 3,000 yen. 
The fabulous wigs, which are a necessity, 
and the cosmetics, with which they coat 
their faces like masks, are also rare items 
on the black market. 

The geishas are cashing in on “demo- 
cratic prosperity’ now, but their days 
seem to be numbered. If General Mac- 
Arthur's directive ends the geishas’ reign, 
Japanese wives, who also have been off- 
cially emancipated, may have to take over 
the geisha’s traditional job of entertaining 
weary husbands. J. F. 


Romans scrimp to make a precarious living, 


but they can joke about the ‘good old days’ 


ROME 

LTHOUGH STORES are full and restau- 
A rants are crowded, these are difficult 
days for the Romans. Only speculators, 
black market operators and war profiteers 
can afford to live as they did before the 


war. The average Roman’s wage does 
not permit him to buy the wares so at- 
tractively displayed in shop windows and 
only barely suffices to keep himself and 
his family alive. 

The people grumble a lot, but they 
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Have You 


WORLD-WIDE 
DISTRIBUTION 
for your Products? 


Export-Minded Manufacturers should pre- 
pare now and set aside some percentage of 
their production toward developing a per- 
manent export market for their products. 


PANAMCO LTD., through its carefully 
selected Representatives in every major 
trade center abroad, is prepared to extend 
its facilities to manufacturers desiring to 
enter the export field. 


Access to International Trade is offered 
to you on your regular domestic terms 
plus these advantages: 


@ Full payment by us in New York. 

@ No financial or exchange risks. 

@ No shipping difficulties. 

@ License formalities taken care of by us. 


Write or call for more complete details. 


PANAMCO LTD. 
Established 1910 


39 Broadway New Yerk City 
Telephone: WHitchall 3-6784 











A WORLD BIBLE 
FOR THE AGE OF PEACE 


THE source of 
spiritual exist- 
ence in every 
age has been 
the Holy Book. 


In the mes- 
sages of the 
prophets men 
have realized 
the purpose of their creation, dis- 
covered the basis of true fellowship 
and accepted the disciplines that 
evoke the human soul’s latent pow- 
ers of knowledge, virtue and love. 


The teachings of the Baha’i World 
Faith inspire reverence for all the 
prophets, revealing the oneness of 
the mission they have successively 
fulfilled. These teachings disclose one 
divine plan carried forward through 
ever-enlarging measures of truth. 


Today the measure of truth is 
peace; and peace is the divine law 
uniting the religions as well as the 
nations, races and classes of man- 
kind. 

Those who seek a new and uni- 
versal spirit of faith for our times 
will be interested in a summary of 
Baha’i teachings, ‘‘World Order 
Through World Faith.” A compli- 
mentary copy will be sent free on 
request. 





BAHA’! PUBLIC RELATIONS 
536 Sheridan Road * Wilmette, Illinois 
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have an almost miraculous faculty for 
making extra money here. and there 
which staves off complete destitution. 

Everyone in Rome has a relative or a 
friend in the country who sends him a 
little food now and then. Many have 
scraped together a little money by doing 
some black market operations «én dollars 
or cigarettes. 

Some persons have used the black 
market money to buy goods and open up 
little street stalls. Women and youngsters 
stand on the corners with small trays of 
cigarettes. All. have American brands. 
These sell at $1.50 a pack, but you can 
also buy the cigarettes one at a time, 
which is what most Romans do. 

Street hawkers have their wares spread 
out everywhere. All Romans are born 
salesmen. I saw one haranguing a crowd 


_ for 20 minutes on the virtues of his egg 


beater, demonstrating with eggs at the 
same time. When he still found no buy- 
ers, he became poetic. “And besides all 
this,” he cried dramatically, “it is beauti- 
ful to see the white of the egg contrasted 
with the dull grey of the aluminum.” At 
that precise moment, a housewife bought 
one. Drivers of taxis and makeshift busses 
have to depend on the black market for 
most of their gasoline. Officially, they 
receive 15 gallons a month, but buy 
about another gallon illegally each day at 
$3 a gallon. 

Prices are increasing almost visibly. 
Newspapers cost 6 lire, as compared to 5 
a short time ago. Bread has jumped from 
30 cents a pound to 50 cents. Rice has 
increased from 40 cents to 60 cents a 
pound. Eggs cost 12 cents each. 

Salaries in the meantime have been in- 
creased slightly and range from $66 a 
month to $110. To support a wife and 
two children, a worker figures he spends 
between $60 and $70 a month for food 
alone. The only way he can meet his ex- 
penses is by having two jobs, letting his 
wife work or making some black market 
deals. : 

Virtually everyone is wearing the 
clothes. they bought before the war. 
Tailors advertise cloth at $10 to $20 a 
meter. Four meters are required for a 
suit and tailoring charges are high. Shoes 
range from $20 to $40 a pair. 

Government officials egtimate that only 
about 20 per cent of the Romans can 
afford to pay these prices. The majority 
belong to the new class of nouveau riche 
that has sprung up as a result of an 
extensive black market; some. are those 
who were wealthy before the war. 

The center of black market money 
deals is the crowded Piazza Colonna in 
the heart of Rome. Shabby beggars.and 
flashily dressed operators lounge around 
ready to do business with anybody or 
everybody. These operations are techni- 
cally illegal, but police have made only 
few abortive attempts to clean them up. 

Only a very slight pretense is made at 
secrecy. You can buy or sell anything of 





value. The dollar is the most popular 
form of exchange, and, if you let it be 
known what you are in the market for, 
you will have no difficulty being accom- 
modated. 

Small boys run back and forth to the 
Stock Exchange to get the latest quota- 
tions. At the slightest change, newcomers 
to the game whip out small pads and 
feverishly work out the price they can 
give to make the maximum profit. The 
old hands do lightning mental calcula- 
tions. 

The day after the U.S. Army had 
brought out its new “script” money for 
use only in Army installations, the Piazza 
Colonna boys already had worked out a 
price for them and the means of disposing 
of them. 

Unemployment and high prices are 
the main reasons for the stupendous black 
market. In fact, it isn’t really a black 
market. There simply are no controls. 
Only four items—bread, olive oil, sugar 
and pasta (noodles and spaghetti in 
various shapes) are rationed. Anything 
else is free market. There is plenty to 
buy if you pay the high prices. Restau- 
rants, even the smallest, offer all the pre- 
war dishes. 

Flashy cars can be seen around town 
all day apparently being driven aimlessly, 
while taxi drivers trying to earn a living 
have a hard time getting enough gas with 
which to operate. 

Romans resent all this false prosperity 
dangled in front of them, grumble about 
it, and now and then there have been 
food riots. But, in spite of their discon- 
tent, the Italians are a naturally happy- 
go-lucky people and try to make the best 
of things. 

Romans sing as they always have. They 
joke about their political and economic 
troubles. And they reminisce about the 
“good old days,” by which they mean 
the days of Mussolini. It isn’t that they 
regret the end of Fascism. It’s simply that 
they weren't hungry then. J. M. 
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Germany's chances for economic recovery now - appear better than at any time 


Since the war's end. 

Severe limitations on productive capacity in Germany approved last March 
are on the junk heap. Actually, they have been a dead letter for many months to 
occupation authorities in the U.S. and British zones. 

Vigorous moves in the newly integrated zone are bolstering morale of the 
Western Germans, who can look beyond the difficulties caused by a cold winter. 

Control of. production and distribution of most commodities has been re- 
turned to German hands. These larger responsibilities will be stimulating. 

Aims of both Germans and occupation officials now are parallel: 

To build up output and exports to make Germany approach self-sufficiency. 

Export target for 1947 is $350,000,000. The new Export-Import Agency al- 
ready is contracting to ship out goods on hand and to import raw materials. 

Businessmen from all nations are to be allowed to go to Germany. Direct 
trade is thus to be opened up. Contracts negotiated with German manufacturers 
must be approved by the bi-zonal government; otherwise, there is free play. 

Main difficulty will be in payments. All German exports must be paid for 
in dollars or dollar-backed currencies. All these receipts will be pooled and 
doled out for imports, presumably on a priority basis. 

The system is bound to be awkward, but is regarded as a step in the right 
direction.:. The Trading With the Enemy Act, hitherto a stumbling block for U.S. 
businessmen, is now dead as far as Germany is concerned. 

Important point is that German morale in the U.S.-British zone is iieetine. 
Production of Ruhr coal is at postwar highs. Hope is in the air, despite intense 
cold, few comforts, little food. The feeling is that the log jam is broken. 


—_ 














Another thing, Russian tactics in Germany seem to be changing..... 
Important modifications of policy in the Russian zone are promised. It is 
not clear yet whether these promises are just window dressing. 
Dismantling of German factories is to be discontinued. 
Food rations are to be increased for housewives and old people. 
The level of production is to be raised substantially. 
Fewer goods produced in the zone are to be requisitioned as reparations. 
By these moves, Russia hopes to better her bargaining position at the Mos-= 
cow Conference. She may say she will continue this new policy if German unifi- 
cation is approved. Her price for unification in the past has been $10,000,- 
000,000 in reparations. A big loan might moderate her views on reparations due her. : 
































(over) 








WORLD COMMERCE AND INDUSTRY-- (Continued) 


Undoubtedly, Russia will test how far the Americans and British are willing 
to go to put Germany on a paying basis. 

The softer attitude of the Russians toward their German zone also will pay 
off even if unification of Germany is not possible now. The industrial capacity 
of the Russian zone is important to Russia and friendlier workers there will 
help to push production and exports to Russia higher. 








A sick Germany means a sick Europe..... 

Economic interdependence of Germany and the rest of Europe cannot. be 
broken, no matter what the political implications may be. 

Recognition of this fact is gaining headway fast. 

Enlightened policy at the Moscow Conference on the German question can mean 
the difference between half-hearted recovery in Europe and a strong uptrend. 

Business trends of the future in Europe will be in the balance at Moscow. 











Co-ordinated treatment of Europe's economic problems is a step nearer.eeece 

Russian opposition to formation by the U.N. of a European commission with 
this purpose is suddenly withdrawn. The commission would act as a European 
planning board, as an integrator of recovery plans, as a channel for loans. 

Governments of Eastern Europe probably changed Russia's mind. 

They see UNRRA coming to an end, want to leave the way open for further aid 
from the West. It is this need for the things and money the West can supply 
that strains satellite ties with Russia. 











Washington hearings on tariffs are over; London hearings are about to start. 

Pleading of most U.S. industries appearing at the hearings was for no cuts 
or for increases in U.S. tariffs. -Many companies with big export markets failed 
to appear, would have given better balance to the hearings. 

The Empire Conference in London also will sound one-sided. Protectionists 
will be in the van, defending preferential tariffs. They will use any evidence 
of isolationism in the U.S. They will argue that it isn't worth cutting prefer- 
ences and disrupting channels of trade when U.S. reactions are so uncertain. 

Undersecretary of State Clayton is anxious to forestall that kind of think- 
ing abroad, is seeking a deal with the U.S. Congress. 

He may broaden the membership of the U.S. delegation going to the tariff 
negotiations at Geneva next April to include congressmen and business interests. 

In return, Clayton wants support, in principle at least, for his program. 














China's prospects are dimmed by the more aloof policy of the U.S. 

Nanking officials are heavily preoccupied with financial problems. They had 
counted on the $500,000,000 earmarked for China by the U.S. Export-Import Bank. 
Now they are not. so Sure they ever will get it. 

All possible pressure will be put on the World Bank for (a) a reconstruction 
loan and (b) a currency stabilization loan. 

Reception of Chinese overtures to the Bank is shown by private complaints 
of Chinese officials that the Bank's lending policies are too conservative. 











Don't count _on much more sugar this year than last. The U.S. is asking for 


@ much bigger slice of the world's supplies than last year, may get a little 
more. With sugar so short, the more the U.S. gets, the less for everyone else. 
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—Robert Yarnall Richie 


New Wealth of the Middle East 


| 


—Robert Yarnall Richie 


The future of Middle East oil is incalculable. Half a 
billion dollars of British and U.S. capital is earmarked 
for expansion of the industry. Operations around the 
clock, with massive machinery working under a blaze of 
electric lights, typifies the current ferment of activity. 
Arab workers, snatched from an Old Testament way of 
life, guide 20th century oil drills. The region now pro- 
duces a tenth of the world’s petroleum. Oil reserves may 
be seven times greater than the proved reserves of the 
U.S. Up to now, the U.S. has produced more than half 
the world’s oil. 

Oil was discovered in the Middle East less than 40 
years ago. In 1908, the Anglo-Persian Oil Company struck 
oil at Masjid-i-Sulaiman, Iran. The Iraq Petroleum Com- 
pany opened up the Mosul and Kirkuk fields in the 
1920s. More than 1,000 miles of pipe lines were laid to 
bring this oil to the Mediterranean. 

U. S. oil operators moved into the Middle East field in 
1932, with discovery of the Bahrein Island deposits. The 
next year the Arabian-American Oil Company obtained 
its first concession on the adjacent mainland. The war 
brought a spurt in development. Today, the Arabian- 
American Company fills U.S. naval needs in the East 
and the Anglo-Iranian Company fills British naval needs. 
Tomorrow, new tanker fleets and new pipe lines to the 
Mediterranean will carry Middle East oil to new com- 
mercial customers. 
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—World Report 
BIGGEST oil enterprise in the Middle East is Anglo-Iran- product of Iran’s first oil field and half a dozen others with- 
ian’s Abadan refinery and port at the head of the Persian ina 150-mile radius of the refinery. Refining capacity of 400,- 
Gulf. Through these batteries of tanks and stills flows the 000 barrels a day is to be increased to 480,000 barrels. 


| : i Yarnall Richie | | _ , —Robert Yarnall Richie 
ANCIENT CULTURE had seen little change in thousands INTERMINGLING of the camel age and the machine 
of years in this Arab village at Qatif, site of the age is transforming the Middle East. Oil has brought with it 


most recent oil field brought into production in Arabia. 
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modern sanitation, modern agriculture and modern transpott. 
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—Robert Yarnall Richie 
NEWEST Middle East installation is Arabian-American’s mile radius, but only three have been tapped. Part of their 
sprawling plant at Ras at Tannura on the Persian Gulf coast output goes to the refineries at Ras at Tannura and at 
of Saudi Arabia. Four fields have been proved within a 100- Bahrein. Some is shipped overseas in the crude state. 
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— Robert Yarnall Richie 

MODERN TECHNOLOGY has found apt pupils among RAS AT TANNURA was started as a war plant in 1943, 
the Arabs. Arabian-American has more than 8,000 Arab em- went into production in 1945. Designed for 50,000 barrels 
ployes, more than 100 of them employed for over 10 years. a day, it has produced 90,000, will be doubled next year. 
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WARTIME MODERNIZATION 


"Ro rt Yarnall Richie | 
AIR TRAVEL has become commonplace to many Arabs, whose principal means 
of transportation for centuries has been the camel. Need for oil during the war 
catapulted the Middle East into the modern world. The great distances of un- 
charted desert make air transport indispensable to oil company operation. 


WORLD-WIDE HORIZONS 


—Robert Yarnall Richie 
PIPE LINES now span desert stretches that no outsider had ever seen a few 
years ago. Between 4,000 and 5,000 miles of new pipelines are now in the blue- 
print stage. Five trunk lines, all having outlets connecting with port facilities 
on the Mediterranean, will span the Middle East when present plans are realized. 
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RAILROADS also had a rapid 
growth in the Middle East under 
the impetus of war. These yards are 
at Khorramshahr, Iranian riverpost 


HAIFA‘’S modern harbor is destined 
for a major role in oil commerce. 
Terminus of the present line from 
Kirkuk, it may be linked to new lines 
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—International —Black Star 
below the Tigris-Euphrates junc- PORT FACILITIES on the Persian Gulf now rival older harbors on the Middle 
tion. Rail and motor roads, built to East’s Mediterranean Coast. Equipment both for tankers and freighters is highly 
speed war supplies to Russia, provide § mechanized. New installations also are planned for the Mediterranean Coast, 
new potential avenues of commerce. including an Arabian-American pipeline terminus at Gaza in Palestine. 
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—World Report —Black Star 


from Abadan and Ras at Tannura. BEYROUTH, in Tripoli, is another major oil outlet that may be enlarged. A 
Gaza, farther south in‘Palestine, and branch of the Kirkuk line now ends there, and a second line is contemplated. 
Alexandria are alternate termini for | Expansion plans add up to marketing of Middle East oil throughout the Western 
the Ras at Tannura pipeline. world from Mediterranean ports, throughout the Pacific from the Persian Gulf. 
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France Ready to End 
Gasoline Rationing 


The British Government’s plain talk 
of hard times in the United Kingdom 
is aimed partly at the rank and file 
of workers who have been increasing- 
ly restless in recent weeks. There is 
hope in Cabinet circles that the frank 
accounting of Britain’s serious plight 
will cause union members to think 
twice before they strike for shorter 
hours or more pay. The January White 
Paper on production clearly implied 
that strikes for such things are off- 
cially regarded as being “not in the 
public interest.” 
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Officials of the U. S. State Depart- 
ment have been assured quietly that 
no wholesale shake-up is contemplat- 
ed now. Such assurances, passed down 
indirectly from Secretary George C. 
Marshall, are intended to quiet con- 
trary rumors within the Department. 
Marshall also has made it clear that 
Undersecretary Dean Acheson is in 
charge of everything except policy 
matters at the highest level. This 
means that Acheson now has author- 
ity to match the responsibility of his 
position. | 


oo 98 


Despite new emphasis on the pro- 
duction of consumer goods, Russia's 
peacetime industries are recovering 
at a slower pace than expected. The 
Stalingrad tractor plant, second larg- 
est in the Soviet Union, is an example. 
Although the big plant resumed pro- 
duction two and a half years ago, it 
has achieved only 27 per cent of its 
prewar output. 


o oc Oo 


The U. S. Government was well 
aware that the recent. decision to 
withdraw from the role of mediator 
in China might increase the tempo 
of the fighting between Nationalists 
and Communists. The action was tak- 
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Russia Snares Labor 
By Trick, Germans Say 


en anyway, however, because the 
United States does not want to be put 
in a position where it can be called 
before the Security Council on com- 
plaints that it participated in the in- 
ternal affairs of another country 
against the wishes of the people of 
that country. 


France is getting ready to put an 
end to gasoline rationing. The restric- 
tions on motor fuels have been in 
effect since before the war. 


ooo 
Although the Army has been broken 
up, the question of demilitarization of 


Germany still disturbs Allied officials. © 


There is no complete report on the 
disposition of war plants in all zones. 
Six-man teams have completed inspec- 
tion of armament works in all of Ger- 
many, but the teams were allowed to 
check only on plants selected from a 
prepared list. Several factories in the 
Russian zone were excluded from the 
inspection. 


During all the international furor 
over Russia's move to get military 
base rights on Spitsbergen, Norway 
has been going ahead with plans to 
send exploratory expeditions into the 
region. Provision for such a project 
has been written into the Norwegian 
budget. The expedition will be devot- 
ed particularly to charting the coastal 
waters around Spitsbergen. 


Highway robbery, housebreaking 
and looting have increased at such 
an alarming rate in Japan recently 
that civilians are now organizing into 











New Party Considered 
To Back Dutra in Brazil 


vigilante corps to protect their prop- 
erty. The booming prices of clothing, 
plus the instability of conditions gen- 
erally, are blamed for the increase 
in crime, 
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German families say the Russians 
are using trickery to get factory work- 
ers under contract for jobs in Russia. 
In one case, Germans were persuaded 
to sign contracts under which they 
agreed to work exclusively for one 
factory. Once enough contracts were 
signed, Soviet officials moved the 
plant to Russia and the German work- 
ers had to go along. 


Leaders of President Eurico Gaspar 
Dutra’s Social Democratic Party in 
Brazil are so worried about the poor 
showing the party made in recent 
State elections that they are consider- 
ing the formation of an entirely new 
organization. The new party, if it is 
formed, will continue to support Pres- 
ident Dutra. 


The Government of the Philippines 
is so short of funds that it has had to | 
postpone the retirement of guerrilla 
currency that went into circulation 
during the war. The United States 
sent $25,000,000 to the Islands to 
liquidate the guerrilla money, but in- 
stead the Government is using the 
fund to help pay its current operating 
expenses. 


Allied authorities are becoming 
concerned about health conditions in- 
side Germany. In one _ three-week 
period this winter, the number of new 
cases of tuberculosis in Berlin went up 
from 173 to 369. In the same period, 
new cases of diphtheria increased 
from 157 to 229. 
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WORLD AFFAIRS and DOMESTIC EMPLOYMENT 





Few Americans realize how closely related full employment in America is to world 
affairs. The President of the United States in his January 8, 1947 “Economic Report” 


to Congress said: 


“While most of this Report has necessarily been devoted to the 
domestic aspects of employment, production, and purchasing pow- 
er, we must bear in mind that we are part of a world economy. Our 
sales of goods and services abroad, amounting to about 15 billion 
dollars in 19146, played an important role in the maintenance of 
domestic production, employment, and purchasing power and may 


be expected to do so this year... 


‘For a few years we cannot expect to buy as much from abroad 
as other countries buy from us. We will find it profitable to invest 
a part of our savings in developing the world’s productive resources 
through sound loans and investments of equity capital abroad. This 
is important not only in the first instance as an immediate outlet 
for our goods and services, the supply of which will be increasing 
in the coming years, but also as a means of permanently increasing 
foreign markets for our farmers and business men. The quickest 
demonstration of this can be seen by the fact that nations that are 


industrialized are our best customers.” 
Co keep abreast of what is going on in the world, more than 100,000 Americans read 
World Report every week. This is the largest single audience of readers in the United 
States who have world-wide interests. Never before has such a market been concentrated 


in a single magazine. 


WORLD REPORT 


The only magazine of its kind—reporting, interpreting 


and forecasting the news of international affairs 





HAROLD L. BEHLKE, ADVERTISING DIRECTOR, 30 ROCKEFELLER PLAZA, NEW YORK 20 





EXFERLENCE 1S THE GEST TEACHER / 


According lo a recent 
Lationwide Survey: 


MorRE Doctors 
SMOKE CAMELS 


than any other cigarette 


Doctors too smoke for pleasure. 


And when three independent 
research organizations asked 
113.597 doctors—What cigarette 
do you smoke, Doctor ?—the 
brand named most was Camel! 


Thats your proving grounda = ¥ \j 4 


for any cigarette. See ¢ 
if Camels dont (( 


suit your’ T-ZONE’ 


the Differences in 


Cigarette Quality 


...and now the demand for Camels 
— always great 
—is greater than ever in history. 


URING the war shortage of-cigarettes 
... that’s when your “T-Zone” was 
really working overtime. 

That’s when millions of people found that 
their “T-Zone” gave a happy okay to the 
rich, full flavor and the cool mildness of 
Camel’s superb blend of choice tobaccos. 

And today more people are asking for 
Camels than ever before in history. But, no 
matter how great the demand: 


We do not tamper with Camel quality. We 
use only choice tobaccos, properly aged, and 
blended in the time-honored Camel way! 


R. J. Reynolds Tobacco Company, Winston-Sa 


Your T-ZONE’ 
will tell you... 
T FOR TASTE... 
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